







ublic 
tilities 


ortnightly 





4 


Mies eres SB, 


le 902 


\— ihe as 
INC- JSTRY growth and its glowing future-- 


5° 
- 


*& 


™~ 
~ 





“OCTOBER 25, 1956 
yy 



































TEN MILES OR A THOUSAND... 


Motorola Microwave puts complete 
operational control at your fingertips 


Cross-country or cross-town—Motorola Micro- 
wave can give you centralized control in one 
complete, privately-owned communication system 
that spans city streets, rivers, and mountains 
with ease. Multiply your present communication 
facilities with this work-horse that provides multi- 
channel facilities for transmitting and receiving 
orders and instructions by voice, printed messages 
and control signals. It will speed a thousand tasks 
a day, working ’round the clock to give you better 
control, improved coordination and increased effi- 
ciency ... all at a substantial savings in cost. 

With Motorola Microwave serving all types of 
applications (many of them in your industry) you 
get the benefit of extensive experience. In instal- 
lation after installation, operational records prove 
that Motorola Microwave performs better, lasts 
longer and costs less to maintain. 

Learn how Motorola Microwave can give you 
the complete communication system for central- 
ized control. Write, wire, or phone today. 


VOICE 


Private line and party line—man- 
ual and dial telephone circuits— 
VHF mobile and base station 2-way 
radio... a// can be carried hun- 
dreds of miles, economically and 
privately, by Motorola Microwave. 


PRINTED MESSAGES 


Read a message, a chart or fac- 
simile a thousand miles away in 
seconds. Assemble necessary in- 
formation the fast, efficient way. 
Teleprinting, telemetering, tele: 
graph, facsimile are at your com: 
mand with Microwave. 


CONTROL SIGNALS 


Read meters, turn valves, from any 
central location you want. With 
Motorola Microwave you can ‘ave 
supervisory control, remote con- 
trol, and remote indication, Greater 
efficiency at less cost. 


MOTOROLA micROWAVE 


Motorola Communications & Electronics, Inc., 1400 N. Cicero Ave., Chicago 51, Ill., A subsidiary of Motorola, Inc. 
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Keeping ahead of the world’s greatest city is no easy 
task—but for many years “largests” and “firsts” have 
had to be the rule with New York’s source of light 
and energy. 

B&W furnished the first million pound per hour 
boiler for Con Edison’s Hell Gate Station back in 
1930. Many other engineering advances later ac- 
cepted as standard in the industry have been pio- 
neered on this system. For example, B&W furnished 
—for Con Edison’s Astoria Station—the first pulver- 
ized-coal-fired pressurized boilers operating without 
induced draft fans. 


And now, this latest step: two huge B&W Radiant 


— ene ® 


with Con Edison’s long-standing policy of pro 
sive engineering. 

Each B&W Radiant Boiler has a capaci 
2,400,000 Ib of steam per hr and features pres 
firing, natural circulation, and separate furnaces 
a single steam drum. The unit for Astoria is thet 
pressure-fired B&W Boiler to be designed fot 
new modern station of the Con Edison System. 

In all but size and design details, Con Edison's 
boilers are typical of many other B&W units 
providing dependable, efficient steam generatid 
central station and industrial plant service. 














— 
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world’s largest boiler drum... over 100 feet long, 66 
sinside diameter . . . is shown in a finishing bay at 
&W Barberton Plant awaiting shipment to Con Edison. 
ighs over 200 tons, 


KW engineering advances in terms of improved 

generation efficiency —under your fuel and op- 
on conditions... are available to you. Write, The 
ock & Wilcox Company, 161 East 42nd Street, 
York 17, N. Y. 


G-813-CS 


BABCOCK 
“WILCOX | 


a DIVISION 





EAR AT CON EDISON 


One of the two identical B&W units for Con Edison’s 
Astoria and Arthur Kill Stations. It is a horizontally 
pressure-fired, coal-burning Radiant Boiler designed for 
dry ash removal. Type EL Pulverizers are used to per- 
mit reliable, efficient, direct-firing of pulverized coal. 
The unit has a design pressure of 2500 psi, steam tem- 
perature of 1050 F and reheat to 1000 F. The secon- 
dary superheater is located at the exit of one furnace, 
and the reheater at the exit of the other furnace. The 
primary superheater is back of both the secondary 
superheater and the reheater. The giant drum, with 
Cyclone Steam Separators for natural circulation, pro- 
vides nearly 100% separation of steam from water. 












Area outlined in white shows construction area 
on third unit for Con Edison’s Astoria Station. 


























A this issue is being distributed, the 
delegates and guests of the thirty- 
eighth annual convention of the American 
Gas Association are gathering for their 3- 
day meeting at Atlantic City, New Jersey, 
October 15th to 17th. Following our cus- 
tom of recent years, the editors have de- 
signed this issue to be of special interest 
to our many friends in the gas utility 
business and in the natural gas industry 
generally. 


As the opening article in this issue, we 
are glad to present an exclusive message 
from the president of the AGA for the 
past year, DEAN H. MIiTcHELL, who is 
also president of the Northern Indiana 
Public Service Company. Mr. MircHELL 
is a native of Erie, Pennsylvania, and at- 
tended public schools in Elgin, Illinois. 
He majored in economics at the Univer- 
sity of Chicago and later attended law 
school at Northwestern University. He 
has spent more than eighteen of his thirty- 
one years in the utility business as presi- 
dent of his company, which he joined 
through an earlier affiliate, Calumet Gas 
& Electric Company, after service with the 
Navy in World War I. He had been audi- 
tor, comptroller, general manager, and 
vice president of Northern Indiana before 
being elected president in 1938. 
























DEAN H. MITCHELL 
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WILLIAM R. CONNOLE 


Pegs grag ices Wi1L11AM R. CONNOLE 
of the Federal Power Commission, 
whose article on the regulatory problems 
of the gas industry begins on page 655, is 
a native of Naugatuck, Connecticut. A 
graduate of Georgetown University (BA, 
LLB) as well as Trinity College in Hart- 
ford (MA), CoMMIssIONER CONNOLE 
was a meteorologist with the Air Force 
during World War II. His previous regu- 
latory experience includes service as an at- 
torney examiner with the Interstate Com- 
merce Commission and counsel with the 
Connecticut Public Utilities Commission 
(1950-55). He was appointed to the FPC 
in 1955 by President Eisenhower—the 
voungest member ever to serve. 

















* * x 


pong F. Oates, JR., whose article on 
the human relationship of the gas 
business begins on page 661, is a native of 
Evanston, Illinois, and a graduate of 
Phillips Exeter Academy, Princeton Uni- 
versity (BA, ’21), and Northwestern Uni- 
versity Law School (JD, ’24). He prac- 
ticed law with the well-known Chicago 
law firm of Sidley, Austin, Burgess & 
Harper, and its predecessor (1924-43), 
becoming a partner in 1931. OaTEs saw 
service as an Army officer in both Werld 
War I (AEF) and as an advisory chief 
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The BIG\__ 





Chances are the Big River Region already 
fits into your future expansion plans. Its many 
advantages are attracting new and expanding 
industries to this area. 

What is the Big River Region? Cradled in 
the Ohio and Mississippi River valleys and their 
tributaries . . . it is the seven-state service area 
of Texas Gas stretching from Louisiana on the 
south to Indiana and Ohio on the north. 

What is the record of growth? Texas Gas 
operates in 113 counties of this area. In these 
counties alone, industry has invested nearly 
two billion dollars in new and expanded plants 
in the last seven years. Our natural gas sales in- 
_ creased 500 per cent in the same period...and, 
a planned 1956 expansion program will bring 
Our investment in pipeline facilities to serve the 


Bi Ry General Offices — Owensboro, Ky. 
SERVING THE W@ Ce REGION 


RIVER Region is in your future, too... 


Big River Region to more than $200,000,000. 

Facts show industry’s confidence in the Big 
River Region is not misplaced. Investigate your 
big opportunities for growth with profit here. 
For your plant site requirements, write, wire or 
call our Industrial Development Department. 
No obligation... your inquiry will be held con- 
fidential. 


Get acquainted with 
the Big River Re- 
gion and the future 
—~ | it holds for you. 
"ee | Write today to our 
a” Industrial Develop- 
ment Department 
for this new bro- 
chure, “Big Op- 
portunities Await 
Industry in the Big 
River Region.” 


TRANSMISSION 
CORPORATION 





PAGES WITH THE EDITORS (Continued) 


of ordinance in World War II. He is now 
chairman of The Peoples Gas Light and 
Coke Company. Mr. Oates has_ been 
very active in business, professional, and 
educational activities on both the national 
and state levels. 


a. P. WaLKER, whose article on gas 
supply begins on page 666, is a vet- 
eran executive well known in both the gas 
and electric industries. A native of Passaic, 
New Jersey, and a graduate of the Uni- 
versity of Nevada (1915), he began his 
career in 1910 as a meter reader, rising to 
general superintendent and manager of the 
Haverhill (Massachusetts) Gas Light 
Company. In 1923 to 1942 he was an offi- 
cial with several southern electric utility 
companies, including presidency of the 
Gulf States Utilities Company (1930-42). 
During World War II he was president 
of the Council of Electric Operating Com- 
panies, which co-ordinated the work of 
electric operating companies with war 
agencies. He became vice president of the 
Irving Trust Company in 1945 until 1953 
when he became president of Transconti- 
nental Gas Pipe Line Corporation, a post 
he now holds. In World War I he was a 
First Lieutenant with the AEF (Croix de 
Guerre and Silver Star with Oak Leaf 


Cluster ) 
* * OK 


ee S. JONES, JR., whose article on 
gas air conditioning begins on page 
678, was born in Macon, Georgia, in 1891, 
and educated at the Georgia Institute of 


GEORGE S. JONES, JR. 


TOM P. WALKER 


Technology (BS). He began his care:r 
with the General Electric Company in 
Schenectady, and in 1922 became assistant 
to the vice president in charge of sales for 
the Georgia Power Company. He has since 
served with several other southern and 
southwestern utility companies as well as 
with both Frigidaire and Servel in the 
electric and gas refrigeration fields, re- 
spectively. In 1936 he was made vice presi- 
dent in charge of sales of Servel, Inc., and 
in 1949 he was appointed vice president 
and assistant to the president of Servel. 
His present post is managing director of 
the Air Conditioning and Refrigeration 


Institute. 
* * * * 


D* Henry HEnrz, whose article on cost 
analysis and its effect on gas prices 
begins on page 685, is an economist and 
business analyst in active consulting prac- 
tice in the utility field. He served as a 
member of the staff of the New Jersey 
Board of Public Utility Commissioners 
for eight vears, giving special attention to 
rate and financial problems. Prior to that 
time, he had both utility operating and 
public accounting experience. He is an 
alumnus of New York University, having 
received the BS degree in 1936, an MPA, 
in 1939, and the PhD degree in 1951. 


THE next number of this magazine will 
be out November 8th. 


Ie Oclilpre- 
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hat’s 
doing here ? 


Okerage offices use the 99 Calculator to 
te up the day’s trading and figure their 
mmissions. Its great speed and never failing 
curacy make it a “natural” to back up stock 
arket transactions. 

Customers as well as brokers rely on the 
mington Calculator. It’s fully automatic, has 





touch method operation and it prints too! 
That’s why so many “blue chips” use the 99 
Calculator for cost accounting...inventories... 
payrolls and all business mathematics. 


Remington. Bland. 


DIVISION OF SPERRY RAND CORPORATION 








Coming IN THE NEXT ISSUE 


(November 8, 1956, issue) 
* 


OPERATION OF SURFACE CARRIERS. PART I. 

Regulatory and other problems posed by operators of common contract and priva‘e 
carrier service over highways have had a terrific impact on the national transporis- 
tion economy. These problems bear directly upon the ability of the railroads ‘o 
maintain their financial strength and to continue as the "hard core’ of our travis- 
portation system. In view of the importance of the problems discussed herein David 
|. Mackie, of New York, chairman of the Eastern Railroad Presidents Conference, has 
written a complete and thoroughly documented account of the law and principles 
involved. This is a 2-part series, the first part of which stresses the importance of 
dealing with such problems at both the administrative and legislative levels. 


POWER SHORTAGE IN THE PACIFIC NORTHWEST 

Commercial electric companies in the Pacific Northwest area have the know-how, the 
credit, and the continuity of management to carry out a long-range program of power 
development to provide for their future needs. They have demonstrated through 
operation of the Northwest Power Pool that they can work in harmony with each other 
and with government power agencies. But this requires permission from both state 
and federal governments. Ernest R. Abrams, economist and author of business articles 
of New York city, has outlined the purpose of the power company plans to end the 
power shortage in the Pacific Northwest. 


CORPORATION POLICY GOES TO SCHOOL 
Joseph K. Gilbert, on the Seattle public relations staff of the Pacific Telephone and 
Telegraph Company, tells us about the appearance of officials of that company before 
students during an economic college course session on utility corporation policy and 
management. Both faculty members and telephone company officials tried to make 
this a discussion course, not a lecture series. Classroom participation was stressed. 
What were some of the questions asked and what was the reaction on the students? 


This article tells the story of an interesting experiment. 


* 


Al SO .. . Special financial news, digests, and interpretations of court and con- 
mission decisions, general news happenings, reviews, Washingt#n 
gossip, and other features of interest to public utility regulators, co- 
panies, executives, financial experts, employees, investors, and othe's. 
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Good in its day... 


Bui the sad-iron would be sad indeed com- The Analyzer method saves time and defin- 
bare’ with its modern electric counterpart. itely cuts costs. Even if you use your most 
[here's another modern “electric appliance” experienced personnel and office calculating 

«ble today whose work output is as over- machines we can save you up to 50% with the 
mingly superior as the electric iron vs. Analyzer method. Besides, all the work is done 
sad-iron. in our office! 
’s the Bill Frequency Analyzer a machine Send us a sample of your billing sheet, a 
* invention for analyzing bills in ‘One copy of rate schedules and an estimate of num- 
Step’. Bills can go through the Analyzer at the ber of customers billed on each rate and your 
ate of 200,000 to 300,000 a day ! Thus you can frequency table requirements. We’ll give you 
Bet a clear, accurate analyzation of your bill- an estimate of costs without charge. Then 
int a matter of hours instead of days. compare our costs with your own! 


ECORDING & STATISTICAL CORP. 


100 Sixth Avenue * New York 13, N. Y. 





C4aukeble CE awrke 


“There never was in the world two opinions alike.” 
—MoNnTAIGNE 





JEROME K, KUYKENDALL *. , , the commission has experienced what is probabi 
Chairman, Federal Power the greatest reversal since Serutan. I refer, of course, t 
Commission the Supreme Court’s decision in the Phillips Petroleur 
Company Case.” 
¥ 


Excerpt from ‘The Peoples Voice.” “The workingman should get out his pencil, add uj 
published by The Peoples Natural _ the tax deductions on his check, and multiply the figur: 
Gas Company. by the number of checks he receives in a year’s time 
He is likely to be astounded. Probably, too, he'll bi 
more suspicious of the self-styled representatives of the 
workingman who have endorsed these recurring assault: 

on the pay check.” 

. 


M., J. RATHBONE “Certainly there is no reason for any businessmai 
President, Standard Oil to feel that the job of better public understanding is 
Company of New Jersey. accomplished just because business is a popular subject 

these days, Familiarity is no substitute for under- 
standing. And real understanding is worth working for, 
since the future of our industrial economy is at stake 
and, along with it, the future of every American.” 


* 


EDITORIAL STATEMENT “The arguments for a ban on nation-wide strikes are 
Los Angeles Times. strong. One thing Congress should do by all means is 
, to follow the example of several states and ban strikes 
in public utilities. Here is a field where compulsor; 
arbitration seems to be the only remedy. Strikes 
against public utilities are intolerable, but there must, 
of course, be some sort of machinery for redress of 

grievances.” 

v 


Ray D. MurpHy “|. . our social aims can be achieved only within the 
Chairman of the board, framework of a stable dollar. We will succeed in stabil 
Equitable Life Assurance Society izing the dollar if we can prevent future overexpansion 
of the United States. of credit. That is no easy problem as it involves fight- 
ing off many political pressures from those who believ: 
that easier terms of credit and an abundance of credit 
will be of immediate advantage to them. Action will be 
swiftly taken if deflation should occur. We can be con 

fident of that.” 

© 


CuHarLeEs E. WILSON “Only recently we have observed the spectacle of po 
Chairman of the board, litical hearings designed to pump life back into a fal 
W.R. Grace & Co. lacy that was deflated in the thirties. I refer to the at 
tempt to obtain federal licensing of corporate enter 
prise on the excuse that this will somehow bring great 
er benefits to all of us than we now enjoy. And th 
worn-out old sophistries of the depression are being 
taken out from under the counter and dusted off to b: 
offered to the American public as new merchandise 
Here is nothing more than a device to create Big Gov- 
ernment and horse-and-buggy business, Big Bureau- 
crats and little people.” 
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Through the giant Super Inch, 
P. G. and E. brings natural gas 
from Texas and New Mexico 
to California consumers. 


years of experience 


ringing dependable gas service to California 


B52, P.G. and E. began operations as a through the Super Inch pipeline and have 
ompany. In those days gas was manu- started on an increase to 875 million. And 
red from Australian coal shipped here we’re not stopping there! 

bur-masted_ schooners. No one can predict the gas needs of the fu- 
AY — more than a century later — ture, but this much is certain: P. G. and E. 
and E. is in the midst of the greatest Will be as alert to the need for dependable gas 


al gas expansion in its history. We now _ Service in the future, as it has been in the past! 


750 million cubic feet of capacityaday P,G.anaE. Pacific Gas and Electric Company 
























Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 















La 
Q-Panel walls grace the new ‘'lram 
Plant (above) near Pittsburgh. I: was{ 
by Duquesne Light Company’s Eng 
and Construction Department. Th¢ 
Corporation was General Contr:ictor, 








































































Q-Panel walls (above) go up quickl 
any weather because they are dry! 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels ¥4 
to enclose the impressive Hawthom 
Electric Station (left) of the Kansas (i 
souri, Power and Light Company. Eb 
vices, Inc., designed and built ‘he plat 


Please send a free copy of your Q-Pane: Catalog 


> 
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Everything grows 
in Brooklyn 


Homes—businesses—industries—they’re all growing bigger and 


better every year. 


And that growth is reflected in the growth of The Brooklyn Union 
Gas Company—a company that’s proud to be part of a thriving 


community. 


A thriving community in which more and more people are switch- 
ing to gas heat ... where more and more gas is being used yearly 
for heating, cooking, cooling, water heating and clothes drying in 


homes and industry. 


That’s why Brooklyn Union looks to the future with ever increas- 
ing confidence in the further expansion of our territory and our 
company. And our goal, as always, is to provide the best possible 
gas service at the lowest possible cost. 


The Brooklyn Union GAS Company 
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With New Giant-Power V-8 Engines 


New Payload Capacities 
New Forward Look Styling 
New Performance Features E 


WATCH FOR THEM! | 












it’s been a 


HEALTHY 
GROWTH 


A healthy growth in any category requires 

a lot of effort with sound ingredients. 

The growth at Indiana Gas & Water Co., Inc., 
in these 11 years since its organization, 

has been built upon the principle of 

good service. 


We know that this principle is sound 
because our operating revenues have 
increased 336%. Dividends to stockholders 
are up 100%, while our customers 

have increased 64%. 


Indiana Gas & Water Co., Inc. is serving 
approximately 99,000 natural gas customers 
in 60 cities and towns in Indiana, each 

with an economy based on an agricultural- 
industry diversity. 


We are proud to have played a part in the 
growth of the GAS industry and sincerely wish 
a most successful 38th Annual Convention 

of the American Gas Association. 


WE KEEP TELLING 
OUR CUSTOMERS... 


Us Bet..ts 48 W 


INDIANA GAS & WATER COMPANY, INC. 
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The surest method of prolonging and si rengt} 
the service life of wood products is by pres 
treating them in creosote. Poles, crossarms, 
conduit and other construction woods treate 
in creosote have lasted for years and years, 
with great strength throughout the life of 

wood, and with high resistance to fungi, bore 


insects and all natural enemies of wood. 


But as effective as creosote may be, it still 
to be applied properly for maximum results, 
where the American Creosoting Company ent 
the picture. Amcreco’s creosoted materials h 
undergone the test of time, and their record 


of long, long years of service proven. 


Since its inception, over fifty years ago, t 
American Creosoting Company has been dirg 
concerned with improving the quality of cr 
treatment. Amcreco’s continuous program oft 
and development has brought improvements 
and refinements in the basic creosoting proces 
Amcreco’s pressure treatment creosoting met 


are more effective than ever. 


Learn for yourself what these improvemet 
can do for you. Take advantage of our halface 
of experience. Write your nearby Amcrecosale 
Find out how you can receive the finest in tre 


wood products plus the service to go with it! 


AMERICAN CREOSOTING CORPORA 








Colonial Creosoting Company 
Federal Creosoting Company 
Indiana Creoseting Compony 


Georgia Forest Products Company 


GENERAL OFFICES: LOUISVILLE 2. KENTUCKY 
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Sign of a job 
5 well done... , ee 


me 
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vood. 
e, it still 
| results, 
pany enta 
aterials h 
r record 
n. 
'S ago, t 
ae dirg Whenever you see the Ebasco sign on a pipeline 
ty of erg project, you can be certain that a team of specialists is at 
zram off work helping to get the job done quickly and efficiently, using 
vements the most modern scientific engineering methods possible. 
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ng iil For, in Ebasco, you have a single organization equipped 
with the men and the experience necessary to handle an 
entire project—from initial planning to the designing 
provemel boards, through construction to actual operation. 
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— We will be glad to send you our booklet “The Inside 
se tel Story of Outside Help”, describing the many 
vith it! services Ebasco makes available to you. 
Write: Ebasco Services Incorporated, Dept. W, 
Two Rector Street, New York 6, N. Y. 
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Typical Users of 
Newport News Equipment 


PLANT 

Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruft 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
‘Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipmen 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 


PUBLIC UTILITIES FORTNIGHTLY—OCTOBER 2, 





75 Years Young 


We’re preparing to celebrate our 
Diamond Jubilee on June 1, 1957. In 
retrospect, we believe these 75 vears, 
full of enriching experience as they 
have been, have taught us many les- 
sons we need in order to meet the 
problems of the future. 

We look forward confidently, be- 
lieving that the growth of the past in 
the communities U.G.I. serves in 


Eastern Pennsylvania, is only an in- 
dicator of a bigger and better to- 
morrow. 

The availability of adequate sup- 
plies of natural gas and the confidence 
we have in the superiority of this 
incomparable, all-purpose fuel for use 
in homes, industries and commercial 
businesses, combine to make us look 
enthusiastically to the future. 





FOR CLEANER 
COOKING . 


REF RIGERATION n/ 


delivers a modern miracle 
24 Hours-A-Day! 


FOR CHEAPER 
DRYING | 


: 
j 


FOR INSTANT 
HOT WATER 


THE COLUMBIA GAS SYSTEM 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Company, Virginia Gas Distribu- 

tion Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; COLUMBUS GROUP: The Ohio Fuel Gas Company, 

Natural Gas Company of West Virginia; PITTSBURGH GROUP: The Manufacturers Light and Heat Company, Binghamton Gas Works, 

Cumberland and Allegheny Gas Company, Home Gas Company, The Keystone Gas Company, Inc.; OIL GROUP: The Preston Oil Company. 
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— Skyserapers 


site Standing tall against the horizon, these 

rit Southwestern skyscrapers symbolize the 
hil { i} fy contributions of the natural gas industry to 
ee il the ease and comfort of modern living. 


After 27 years of public service in the 
Southwest, Southern Union Gas Company 
today supplies natural gas to more than 
282,000 customers . . . domestic, commercial 
and industrial ...in 62 towns and cities in 
Texas, New Mexico, Colorado and Arizona, 
with a population in excess of one million. 
people. Serving an area now on the thresh- 
old of its greatest development, Southern 
Union has grown with the Southwest... 
and has helped the Southwest to grow 

.. by providing dependable, convenient, 
economical natural gas service. 


southexsi(Junion Geass 
me ad 


C. H. ZACHRY, President Headquarters: DALLAS, TEXAS 





ANOTHER 


SERVICE 
FOR 
UTILITIES 


THE FINANCING CALENDAR 


A comprehensive schedule of forthcoming security 
offerings, furnished regularly to utility companies 
to help prevent financing “log jams.” 

Better spacing of new offerings can mean higher 
prices to the issuers. 

This service, available to the entire utility 
industry, has become feasible through the constant 
co-operation of the individual utility companies 
in furnishing their financing schedules. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $127,000,000 Total Assets over $1,500,000,000 
Wuuam N. Enstrom, Chairman of the Board Ricuarp H. West, Presiden: 
Public Utilities Department—Joun F. Cups, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Mjerving the Nation’s Capital 


since HOS 





TLE | MEL COMPANY 
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— reproduction was made from an old photograph 

dated 1880, found in the Kerite archives at Seymour, Conn. 

It was taken as the steam tug ‘‘Western Union’ completed the 

laying of an 18-conductor Kerite insulated submarine telegraph 

cable from New York, under the Hudson River, to Jersey City. 

It indicated that Kerite insulated cable was contributing to the 

guemeemme furtherance of submarine telegraph circuits long before the: 
turn of a century. 


The value and service life of a product can be 
no greater than the integrity and craftsmanship of its maket 
™ 


XO 
oC: Je 
-O3 KERITE CABLE 
THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 


Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 








This Symbol 


of Service 
has a new home! 











The Dayton Power and Light Company 
has spent $151,000,000 for expansion 
since World War II. Our plans include 
building as many facilities in the next 
ten years as we did in the past forty! 
This new $3,800,000 Service Building 
's the latest step in our program to keep 
thead of the increasing demand for our 


xas and electric services. 


THE DAYTON POWER AND 


Gas and Electric Building ° 


This new headquarters for the gas and 
electric distribution system in our Day- 
ton area contains the finest equipment, 
and the newest developments for effi- 
cient operation. It is completely air 
conditioned and heated with gas. Its 
facilities have been designed for today’s 
operations, and for the growth we know 


is coming in the next years. 


LIGHT COMPANY 


Dayton 1, Ohio 











WATCH WESTINGHOUSE ... 
WHERE BIG THINGS ARE HAPPENING FOR THE UTILITY INDUSTRY 


Westinghouse goes into 


production of rare metals 


to pave way for 


new electrical devices 


The years since the war have been a pe- 
riod of great developments in the electri- 
cal manufacturing industries, Many of the 
new products which are coming out of 
this period call for metals and alloys 
which never existed before. 


The metals industries . . . which would 
normally have carried on this develop- 
ment work . . . have had enormous devel- 
opment work of their own to carry on, 
and, besides, many of the new metals re- 
quired by the electrical manufacturing 
industry are needed in quantities too 
small to be worth while to the metals in- 
dustries, which deal in huge tonnages. 


To prevent this situation from acting as 
a curb in the growth of the electrical in- 
dustry, Westinghouse and other com- 
panies have gone into development work 
on new metals. 


Westinghouse has built a new plant at 
Blairsville, Pa. for the production of pre- 
cision castings, magnetic alloys and sen- 
sitive metals, and another at Youngwood, 
Pa. which is working on semi-conductors, 
and similar products. 

Westinghouse Research Laboratories are 
working on many new metals and meth- 
ods to help the electrical industry con- 
tinue on its fabulous expansion. 


Westinghouse 


ELECTRIC .CORPORATION 
PITTSBURGH, PA. 











Blue Flame Homes 
| in the 
Public Service 
Area use GAS 


for — 
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ready to help you 
- Harness the Atom 





immediate needs 
for Electric i 
Power Production 





Serving power plant needs of 
Industries and Utilities 


Pioneer Service & Engineering Co. RE Ber paty 


Send for our descriptive booklet, 
“Pioneering New Horizons’ 


231 SOUTH LA SALLE STREET © CrtiCAGO 4, ILuinNOIS 





principal enetgy fuels utilized in our 
economy today are coal, oil and natural 


However, the mere bounty of nature 
locating energy fuels within our bor- 
ders does not per se account for our high 
standard of living. Adequate economic 
centives have had to be working to 
stimulate our people to discover, pro- 
duce, and utilize these energy fuels for 
he advancement of mankind. Thus, the 
price received for these fuels must be 


e.. Jaws of competition 
‘ain an incentive for 


scandy i increasing in importance and in 
1955 accounted for one quarter of the 
total energy consumed in this country. 
El Paso Natural Gas Company plays a 
substantial role in this expanding posi- 
tion of natural gas. The El Paso company 
produces and transports natural gas to 
rapidly growing markets in the South- 
west and California. In 1955 over two- 
thirds of the gas sold to over 3,600,000 
customers in California by local distri- 
bution companies was gas purchased 
from the El Paso company under long- 
term contracts. The El Paso company 
pledges its whole-hearted efforts to help 
keep energy in abundant supply so 
that our economy can continue to grow 
and expand. 
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OMMONWEALTH SERVICES INC. 


ew York, N.Y. Jackson, Mich. Washington, D. C. Houston, Tex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 


oa 


Whether in general operations, financing, engine 
ing or other business matters, the consulting 
advisory services of Commonwealth can be of mal 
rial assistance. 

These services are integrated with the pl 
and policies of client management in accomply 
ing the desired objectives. Commonwealth exe 
ence is built on work covering many states ¢ 
companies, in operations varying from a fewé 
ployees to thousands, and in projects from a 
dollars to many millions. 

Commonwealth is an independent organiza 
built on a business record of 50 years, and who 
owned by officers and employees. 

Let our booklet tell you more. 


FINANCIAL TAXES 

RATES D<PRECIATIO 

INSURANCE ACCOUNTING 

PURCHASING 

GAS OPERATIONS 

CORPORATE 

PENSIONS AND WELFARE 

BUSINESS DEVELOPMENT 

INDUSTRIAL RELATIONS 

PUBLIC RELATIONS 

STOCK TRANSFER 

PROXY SOLICITATIONS 

GENERAL CONSULTATION 

ENGINEERING— 
CONSULTING AND DESIGN 
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Northwest 


Section, 


Thursday—25 


Public 
Association, 
begins 
Pasco, Wash 


Power 
Power Use 


meeting, 


Friday—26 


Council 
Chi- 


National Safety 
ends 5-day meeting, 
cago, Ill. 


g 


Saturday—27 


American Petroleum Insti- 

tute will hold meeting, 

Chicago, Ill. Nov. 12-15. 
Advance notice. 


Sunday—28 


Association 
meeting of 
governors and 
Chicago, 


American Bar 
ends 3-day 

board of 
section chairmen, 


Tll. 





Monday—29 


Montana State Rural Elec- 


Vv 


Co-operative .4ssocia- 


ion begins annual meeting, 


Lewiston, Mont 


Tuesday—30 


National Electrical Manu- 

will 

hold meeting, Atlantic City, 

NV. J. Nov. 12-16. Advance 
notice. 


facturers Association 


Wednesday—31 
New England Gas Associ- 
Operating Division, 
begins meeting, Hartford, 


Conn. 


ation, 


NOVEMBER 


Thursday—1 


Home Laundry 
Manufacturers Association 
meeting, Chicago, 
Til. 


American 


begins 








J 


Friday—2 


‘rginia-West Virginia In- 
pendent Telephone As- 
iation ends 2-day joint 
nvention, Roanoke, Va. 


@ 


Saturday—3 


National Hotel Exposition 
will be held, New York, 
N. Y. Nov. 12-16. Ad- 


vance notice. 


Sunday—4 


Association 

will hold gas industry sales 

clinic, Chicago, Ill. Nov. 
15, 16. Advance notice. 


American Gas 


Monday—5 


Southern Gas Association 

begins air - conditioning 

sales round-table confer- 
ence, Tulsa, Okla 








Tuesday—6 


South Carolina Independ- 


Telephone Association 
s 2-day annual conwven- 
tion, Clemson, S. C. 





Wednesday—7 


American Water Works 

Association, Virginia Sec- 

tion, begins annual meeting, 
Old Point Comfort, Va 


2-day 





Thursday—_8 


Oklahoma Independent 
Telephone Association ends 
annual convention, 


Oklahoma City, Okla. 





Friday—9 


Southern Gas Association 

begins customer account- 

ing round-table conference, 
Savannah, Ga. 
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Courtesy, Central & South West Corporation 


An Industrial Jeweled Necklace Shines at Night 
Great Southern Refinery, Corpus Christi, Texas. 
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An Industry with a Future 


The gas industry claims to have the finest fuel in the 
world to deliver to the great markets of the nation— 


markets which are increasing constantly. 


This puts 


heavier burdens of responsibility on the gas industry. 


By DEAN H. MITCHELL* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


N accepting the nomination of the Re- 
publican party at San Francisco, Pres- 
ident Eisenhower referred to his po- 

litical party as “The Party of the Future.” 
I would like to paraphrase Ike’s oratory a 
little and designate the gas industry as an 
industry with a future. 

Truthfully, ours is an industry that has 
taken great strides this year and there is 
every indication that this progress will 
continue: for years ahead. Each year, al- 
most since the end of World War II, we 

*Also president of the Northern Indiana Public 


Service Company, Hammond, Indiana. For addi- 
tional personal note, see “Pages with the Fditors.” 


have established new records in the num- 
ber of customers we serve, in the volume 
of gas. we sell, and in the revenues we re- 
ceive from the sale of gas. When the final 
records are written for 1956, they will 
show we are still advancing along the road 
of progress. 


W: are adding new customers at a rate 
of about one million a year and cur- 
rent studies indicate that at the end of 
1956 we will be serving more than thirty 
million customers with over 72 billion 
therms of gas. Revenues in the gas utility 
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and pipeline industry will be more than 
$ billion. 

Our facilities will have to be expanded 
continuously to keep pace with this tre- 
mendous growth. The ability to cope with 
this situation is indicated in statistical re- 
ports which show that the gas utility and 
pipeline industry will spend a record- 
breaking $1.6 billion in 1956 for new con- 
struction and for expansion of present 
facilities. In the four years from 1956 
through 1959, the gas industry has ear- 
marked a total of $7.3 billion for new 
construction. This is the greatest sum ever 
expended by our industry in any four-year 
period in its history. 


HIS year’s expenditure will bring the 

industry’s total investment in plant 
and other gross assets to $17.5 billion. 
With investment increasing at a rate of 
approximately $1 billion a year, the gas 
‘industry will be a $20 billion industry by 
1960. When we consider that back in 1945, 
the industry’s gross assets were about $5 
billion, we can proudly state that ours is 
perhaps the only major, basic industry, 
that has quadrupled its gross assets in a 
decade and a half. 

Some 96 per cent of the estimated con- 
struction expenditures for the next four 
years will be spent on natural gas expan- 
sion. Natural gas transmission lines alone 
will account for $3 billion with an addi- 
tional $2.5 billion going for distribution 
systems of natural gas utility companies. 

Sometimes the question arises as to 
whether the gas industry will have sufh- 
cient resources to continue to serve this 
ever-increasing market. Again, our past 
history and present estimates point con- 
clusively to a source of supply that will 
last for many years. At the beginning of 
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1956, the committee on natural gas re- 
serves of the American Gas Association, 
estimated that the proved recoverable re- 
serves of natural gas in the United States 
totaled nearly 224 trillion cubic feet. 
Production of natural gas during 1955 
totaled more than 10 trillion cubic feet, 
yet the industry gained a total of 12 tril- 
lion cubic feet over reserves of 211.7 tril- 
lion cubic feet a year earlier, despite the 
record use of natural gas during the year. 
The gain made in 1955 was the second 
largest registered for any year since 1945 
when AGA initiated official estimates com- 
piled by outstanding expert geologists, en- 
gineers, and producers. I believe that most 
of the readers of PusLic UTILITIES Fort- 
NIGHTLY understand that these estimates 
are based on proved recoverable reserves 
in fields and areas now actually under pro- 
duction. Unofficial, yet reliable, estimates 
made by outstanding experts in this field 
place the total economically recoverable re- 
serves of natural gas in the United States 
at volumes ranging from 500 to 750 tril- 
lion cubic feet. So even at today’s acceler- 
ating rate of gains in natural gas produc- 
tion, it would seem almost evident we will 
be able to supply our customers for several 
decades to come. 


¢ is not only in areas of sales and re- 

serves that our industry is making great 
gains. Because of its dynamic nature our 
industry cannot remain stagnant. We are 
the first to admit that the gas industry to- 
day faces fierce competition, often in fields 
that we once considered almost impreg- 
nable. We are fully aware of the tremen- 
dous promotional efforts our competition 
is making in the cooking, water heating— 
yes—even in the house-heating markets. 
And we are meeting these efforts—we be- 
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lieve — in a highly succesful manner. 

Lacking the great industrial giants with 
untold millions to back their promotions 
that our competition enjoys—the gas in- 
dustry in the past decade or more has re- 
lied on unity and co-ordination within its 
ranks. We have developed industry pro- 
grams that have enjoyed more than mod- 
est success in matching the advertising and 
promotion efforts of our competitors. 

Perhaps the best known of these pro- 
grams is the gas industry’s Promotion, 
Advertising, and Research Program 
(PAR). And in the last year a fourth 
branch, Public Information, has been add- 
ed to the initial trio. 

Now in its twelfth successful year, more 
than $21,000,000 have been subscribed vol- 
untarily by gas utility and pipeline com- 
panies to this activity. Those dollars have 
enabled us, at least to match in part, the 
great campaigns being carried on by our 
electric competition. 

This year, for example, our national 
advertising budget will exceed $1,000,000. 
Not all of these dollars came directly from 
the PAR funds. But through AGA’s co- 
operative program, manufacturers of gas 
appliances have augmented their individ- 
ual advertising expenditures by about one- 
quarter million dollars in support of the 
AGA campaign. Plans have been complet- 


q 


3 


“SomE 96 per cent of the estimated construction expenditures 
for the next four years will be spent on natural gas expan- 
sion. Natural gas transmission lines alone will account for $3 


ed which assure another $100,000 or more 
to further strengthen this national adver- 
tising effort. 


O” promotional campaigns in the cur- 

rent year have been exceptionally suc- 
cessful. The Mrs. America contest, spon- 
sored by the gas industry, has become one 
of the nation’s outstanding prestige pro- 
motions. More than 100 gas utility com- 
panies joined in the 1956 campaign. We 
are now starting on the 1957 Mrs. Amer- 
ica contest and we know this will enjoy 
even greater participation by the gas com- 
panies. 

AGA and Colgate-Palmolive Company 
united in what proved to be one of the 
greatest laundry promotions ever staged. 
The Old Stove Roundup, last year, in- 
duced some 425,000 people to invest $90,- 
000,000 in new gas ranges. This year, 
more than 250 gas utility companies will 
participate in this national promotion, and 
it is possible that the 1955 volume may 
be doubled. 

In 1957, for the first time in its long 
history, the gas industry will sponsor a 
television program. During the past few 
months, three important segments of the 
gas industry—utilities, transmission com- 
panies, and manufacturers—have jointly 
subscribed approximately $2,500,000—in 


billion with an additional $2.5 billion going for distribution 
systems of natural gas utility companies. Sometimes the ques- 
tion arises as to whether the gas industry will have sufficient 
resources to continue to serve this ever-increasing market. 
Again, our past history and present estimates point conclusively 
to a source of supply that will last for many years.” 


651 
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addition to the PAR funds subscription— 
for a national TV program to be presented 
in 100 or more leading cities. 


Me than $1,160,000 will be devoted 
this year to gas utility research proj- 
ects with an additional quarter-million dol- 
lars for pipeline research. We are devot- 
ing about $400,000 to air conditioning, 
with several manufacturers spending hun- 
dreds of thousands of additional dollars 
in this important field. The gas industry 
has made tremendous advances in year- 
round air conditioning and will be ready 
in the near future to launch aggressive 
merchandising programs aimed at captur- 
ing this rich market. Many dramatic ap- 
pliance improvements have resulted from 
research work done in the AGA Labora- 
tories in Cleveland under the PAR plan. 
Our appliance manufacturers also have de- 
veloped some outstanding features. Today 
most of our ranges are completely auto- 
matic and are equipped with top-burner 
time controls, oven controls, single point, 
matchless ignition, and feature burners 
that cook faster than any other range. 
These improvements have been incorpo- 
rated in other gas appliances and today 
gas appliances are the smartest, most mod- 
ern, and most efficient that a customer can 
purchase. And each appliance carries the 
AGA Seal of Approval, meaning that it 
has passed the 300 or more tests for safety, 
durability, and performance that are the 
rigid requirements of the industry’s test- 
ing laboratories at Cleveland and Los An- 
geles. Ninety-five per cent of all gas appli- 
ances sold today bear this badge of cus- 
tomer protection. 
It is this confidence in the constant 
improvement in design development of 
our appliances and the intensive advertis- 
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ing and merchandising effort that we are 
putting behind our sales efforts, that leads 
the AGA Bureau of Statistics to estimate 
that in the fifteen years from 1960 through 
1974, the gas industry will have an achiev- 
able market for 77,000,000 gas ranges. In 
a previous forecast, the statistical bureau 
had estimated that, from 1955 through 
1959, there was a potential market for 
17,500,000 new gas ranges with a maxi- 
mum of production activity and product 
development. 

More than 16,000,000 gas water heaters 
can be sold from 1955 to 1959, and in the 
succeeding decade and one-half, there 
would be a market for 64,000,000 water 
heaters based on estimated population 
growth and home-building forecasts. 

The gas industry is adding new gas 
house-heating customers at a rate of more 
than 1,250,000 a year and this increase is 
expected to continue at that rate for the 
next three years at least, when about 4,- 
000,000 new gas-heating customers will 
be added to utility lines. 

AGA estimates indicate a potential mar- 
ket for nearly 5,000,000 central heating 
units from 1955 through 1959, and achiev- 
able sales of about 20,000,000 more in the 
1960-74 period. Other long-range esti- 
mates made by the AGA Bureau of Sta- 
tistics for the 15-year period after 1959 
include approximately 5,000,000 gas in- 
cinerators and about 15,000,000 gas 
clothes dryers. 


HERE is another area in which the 

entire gas industry has forged ahead 
in the past year or two. This is the area 
of public relations. For many years the 
gas industry had all the factors of public 
benefit on its side but mostly took them 
for granted. It rendered excellent service 
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Efficiency of Energy Transmission via Gas 


¢ > transmussion carriers have developed the ablest and most efficient 

method known of transmitting energy over great distances. Today 
natural gas supplies about 26 per cent of the energy needs of the United 
States. The gas industry is a great industry and it must stay that way. 
It can do so only by working together as a single team. No single element 
of the industry can succeed without the help and support of the other 


segments, whether it be producer, transmission company, or distributor.” 
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iit neglected to tell the public about it. 

The new AGA Public Information Pro- 
gram is supplying part of that need. Suc- 
cessful efforts are being made to stimulate 
greater public understanding of the gas 
industry at the national level. Every avail- 
able technique is being utilized to tell the 
story of the modern gas industry to em- 
ployees, customers, stockholders, and other 
important groups. 

Another important program that is con- 
tributing to the future of the gas industry 
is the Gas Industry Development Pro- 
gram. Excellent work has been done in 
stimulating our industry to increase the 
promotion of gas and gas appliances. A 
series of executive round-table meetings 
was held in ten leading cities throughout 


the country where presentations were 
made of the sales, promotional, and ad- 
vertising materials available under PAR, 
as well as the research and public informa- 
tion aspects of the Promotion, Advertis- 
ing, and Research (PAR) Program. The 
committee guiding this program has taken 
the initiative in endeavoring to assist the 
industry to solve some of its perplexing 
problems. It recommended that manu fac- 
turers and utilities adopt a common adver- 
tising and promotional theme describing 
the new and revolutionary top-burner con- 
trol to minimize customer confusion. Gas 
utility companies were asked to co-operate 
in the field testing of newly developed gas 
appliances. The committee authorized the 
preparation and distribution of a series of 
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short, pertinent booklets designed to imple- 
ment various phases of the Gas Industry 
Development Program. It recommended 
that automatic lighting be made an AGA 
mandatory requirement for all domestic 
gas burners, and also recommended that 
automatic lighting for ovens and broilers 
become a mandatory requirement to go 
into effect not later than January 1, 1959. 
The committee points out that in the in- 
terest of maintaining and expanding the 
gas-cooking load and in the interest of 
safety of gas service, and in the interest 
of its customers, the industry must put its 
best foot forward by aggressive promotion 
and advertising, particularly with the deal- 
ers, of completely automatic ranges. 


HE gas industry has worked efficiently 

and economically. The management 
and operation of the gas utilities and pipe- 
line companies are in capable hands. With 
wage rates and taxes doubling in the past 
decade, with material costs increasing at 
the wellhead, in several instances gaining 
in excess of 200 per cent, it is the miracle 
of this inflationary age that the cost of 
gas to consumers in the same ten years has 
increased only 16 per cent. 

Our transmission carriers have devel- 
oped the ablest and most efficient method 
known of transmitting energy over great 
distances. Today natural gas supplies 
about 26 per cent of the energy needs of 
the United States. 

The gas industry is a great industry and 
it must stay that way. It can do so only 
by working together as a single team. No 
single element of the industry can succeed 
without the help and support of the other 
segments, whether it be producer, trans- 
mission company, or distributor. 


Differences of opinion arose within the 
industry concerning the effects of legis- 
lative regulation of the natural gas pro- 
ducers. Such differences were honest opin- 
ions. Now that the Harris-Fulbright Bill 
has been vetoed, it is urgent that the in- 
dustry again achieve nation-wide co-ordi- 
nation and co-operation. Most of the prob- 
lems facing us are not unique with a gas 
utility company, or a transmission com- 
pany or a producer. We must find a com- 
mon approach to their solutions. And 
while each segment of the industry should 
and must retain its principles and beliefs, 
the different branches also must remain 
fully aware of their individual and col- 
lective responsibilities to our customers— 
the public. 


: | ‘opay the gas industry stands on a high 


plateau of investor confidence. With 
natural gas now accounting for about 95 
per cent of the yearly output, we face a 
bright and optimistic future. Proved re- 
serves continue to increase at a faster rate 
than they are being consumed. Our in- 
dustry seems well assured of rising earn- 
ings. Natural gas stocks in general have 
proved good income producers. 

While it is important that we conduct 
our business so as to continue to earn a 
fair return to our investors, we also have 
other responsibilities. 

We have the finest fuel in the world to 
deliver to the great markets of the nation. 
Those markets are constantly increasing. 
This puts heavier burdens of responsibility 
on those who serve them. I have tried, in 
this brief article, to point out a few of 
the ways in which our industry is prepar- 
ing to meet the problems and demands of 
the future. 
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Does Economic Climate Affect 


Judicial Expertise? 


Whatever became of the “era of independence” for the regulatory 
commissions—the presumption by the courts of regulatory “ex- 
pertise”? Recent court decisions indicating closer judicial super- 
vision of the work of the regulatory bodies have naturally raised 
such questions. This author believes the explanation might lie in 


the background of economic climate in which the decisions are 


rendered. 


By THE HONORABLE WILLIAM R. CONNOLE* 


MIDST the heavy drapes and ornate 
decorations of one of the Waldorf- 
Astoria’s principal meeting rooms, 

several hundred lawyers and utility execu- 
tives met this spring to discuss current nat- 
ural gas regulatory problems. As it turned 
out, nearly every speaker on the program 
had something to say about two decisions 
which had been handed down by the 
United States Supreme Court only a short 
time before. 

What accounted for this intense inter- 
est? What had the court said there which 
so upset and perplexed this group? Some 
had even observed that never in the course 
of regulation had so few caused so much 


*Member, Federal Power Commission. For addi- 
tional personal note, see “Pages with the Editors.” 


trouble for so many by so few words. 
For the Mobile and Sierra decisions’ had 
succeeded in overturning some fairly uni- 
versally accepted ideas about the primacy 
of the regulatory body in the field of rate 
regulation. 

Apart from the decisions themselves, 
however (and they seem to have stayed 
down better than most expected they 
would, as the regulatory bodies began the 
slow, but inevitable, process of ingesting 
the tasteless mass), there was a farther 
reaching significance to them. For they 
came rather close on the heels of the Dis- 
trict of Columbia circuit court’s decision 

1 United Gas Pipe Line Co. u. Mobile Gas Serv- 
ice Corp. (1956) 350 US 332, 12 PUR3d 112, and 


Federal Power Commission v. Sierra Pacific Pow- 


er Co. (1956) 350 US 348, 12 PUR3d 122. 
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on reviewing the Panhandle rate order of 
the Federal Power Commission? In each 
of these cases the judicial tribunal, on 
petition for review, had disagreed with 
the commission. Much more significantly, 
however, each case represented new high- 
water marks where judicial opinion pre- 
viously had not dampened the certainty of 
regulatory convictions. 


ase leads to the interesting and far 

from academic query whether these 
cases may represent a new chapter in the 
familiar history of commission versus 
courts. Is there any permanent signifi- 
cance, any trend, to be found here? If so, 
where is it going and what are its courses? 
Or do these cases represent isolated ex- 
amples, hard cases which make bad law, 
as some contend? 

By no means the answer to the ques- 
tions, but possibly of some help is a con- 
sideration of the context in which the 
courts and commissions are now deciding 
cases and proceedings before them. 
Whether or not the U. S. Supreme Court 
watches the election returns, as the barber- 
shop lawyers say it, or whether the law 
is a living and growing organism constant- 
ly adjusting itself to its environment, as 
the more sophisticated would argue, there 
seems little doubt that a decision yesterday 
on some types of questions has no built-in 
certainty of surviving intact through gen- 
erations to come. To determine if judicial 
attitudes toward commission decisions 
vary in such fashion, attention can profit- 
ably be given to some of the factors which 
logically might be expected to affect them. 

Since regulatory agencies are dealing 
chiefly with natural monopolies and their 

2£City of Detroit v. Federal Power Commission 
(1955) 11 PUR3d 113, 230 F2d 810. 
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effects on, and relations with, those who 
buy their services or products and those 
who supply the capital resources for them, 
the most logical place to search for causes 
outside of the merits of the particular pro- 
ceeding under review is in the factors af- 
fecting those two relationships. And sure 
enough, an exploration of these areas will 
not disappoint us. 


ge first at the three governmental di- 

visions which are involved in the reg- 
ulatory process. First there is the legis- 
lature, next, its creature or long right arm, 
the regulatory agency, and finally the ju- 
diciary. Considering the executive func- 
tions which the administrative agency per- 
forms, the regulatory process thus im- 
pinges on all three branches of govern- 
ment recognized in this country. 

Because the legislature is closest to, in 
fact made up of, the people, it is natural 
to expect it would react first to any in- 
fluences which acutely affect the people 
as a whole. Reality in this case follows 
logic. 

During periods when customers or con- 
sumers are most acutely aware of the value 
of a dollar, their interest in prices is keen- 
est. Moreover, they are most sensitive to 
the profits, real or imagined, of those with 
whom they do business. Accordingly, dur- 
ing those periods, restrictive legislation is 
common. 

For example, the agitation leading to 
the enactment of the Interstate Commerce 
Act and the creation of the first of the fed- 
eral regulatory agencies is directly trace- 
able to the panic of 1873 triggered by the 
collapse of the great banking house of Jay 
Cooke & Company. The failures of so 
many railroads, banks, and industries dur- 
ing the following years brought severe 
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Impact of Economic Stress 


“ a down turn of the business cycle, 
if it lasts long enough, brings with it 
agitation for legislative relief against the 
segment of the economy popularly be- 
lieved to be responsible. And this devel- 
opment is likely even if the reasoning be- 
hind the belief is vague and uncertain. 
Recall, for example, the legislative in- 
vestigations following the 1929 crash. 
People everywhere blamed the operation 
of the securities trading processes and the 
markets in which the trading was done. 
So, regulation seemed to be called for to 
prevent recurrence of the catastrophe.” 





hardship to western farmers. The Granger 
movement, aimed particularly at the high- 
handed railroads of the day on which the 
farmers depended so completely, began in 
response to irresistible public demand. 
The familiar story of the bold new ex- 
periments with regulation, tried first in the 
states, and, after meeting early success, 
found unconstitutional in Wabash, St. 
L. & P. R. Co. v, Illinois (US Sup Ct 
1886) 118 US 557, and culminating in 
the federal Cullom Act of 1887, needs no 
retelling. Its significance for our pur- 
poses, however, is the immediate and di- 
rect casual relation which the story reveals 
between the severe economic reverses of 
the period and the remedial regulatory leg- 
islation the people caused to be enacted in 
an effort to correct abuses that were felt 
to be responsible for the sad plight of so 
many users of the only real utility (as we 
know of it) of that era—the railroads. 











| Agee down turn of the business cycle, 
if it lasts long enough, brings with it 
agitation for legislative relief against the 
segment of the economy popularly be- 
lieved to be responsible. And this devel- 
opment is likely even if the reasoning be- 
hind the belief is vague and uncertain. 
Recall, for example, the legislative investi- 
gations following the 1929 crash. 

People everywhere blamed the operation 
of the securities trading processes and the 
markets in which the trading was done. 
So, regulation seemed to be called for to 
prevent recurrence of the catastrophe. And 
the several acts administered by the Securi- 
ties and Exchange Commission were the 
natural result. 

This is certainly not to say the legisla- 
tion which has been the result of popular 
dissatisfaction with one segment of the 
economy or another has been unnecessary. 
Nothing could be farther from the truth. 
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In each instance, there was a real evil 
which had come to pervade the particular 
industry so completely that only a sweep- 
ing act by the people themselves, through 
their elected representatives, could remedy 
it. The industries affected seemed unable 
to clean their own houses. 

The important point here, however, is 
that these evils were recognized and a cure 
for them demanded and found, only dur- 
ing periods of economic adversity. His- 
torically it has seemed difficult for the gov- 
ernment to arouse intense interest in re- 
strictive legislation effecting a degree of 
governmental control over an industry, in 
periods of prosperity. 

And, just as the clamor for more and 
closer regulation has been answered in the 
legislatures by appropriately more restric- 
tive legislation, the popular demand that 
commissions deal more severely with com- 
panies has frequently been met with sharp- 
ening of the regulatory pencil. 


NE cause, of course, lies in the natural 
vigor and enthusiasm with which any 
newly organized agency approaches its 
task. If the organic act creating the agency 
is effective and sound this vigor leads 
usually to firm and quite positive actions 
by the agency. As the cause which the 
particular act championed seems won, or 
nearly so, however, the enthusiasm some- 
times wanes. Or if the agency is successful 
in curing the ills which it was designed to 
treat and there is less on which to con- 
centrate popular indignation, the agency 
tends to mellow somewhat in its collective 
approach and the decisions it renders and 
policies it adopts vary accordingly. 
Similarly, it is an observable phenome- 
non that in periods when money, goods, 
and services are all more plentiful and well 
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distributed, regulatory commissions be- 
come less inclined to exact the last penny 
from the rate case. 

Stating this experience in a pseudo-sci- 
entific fashion might even be attempted 
at this point. Can it be said that intensity 
of and demand for utility regulation varies 
in inverse proportion to the level of gen- 
eral prosperity? Certainly the history of 
the actions of legislatures seems to bear 
this out. And there is no better evidence 
of increased regulatory activity during 
periods of national economic adversity 
than the vigorous and forthright manner 
in which the Federal Power Commission 
administered the then new Natural Gas 
Act and the Federal Power Act in the late 
nineteen thirties. Even casual reading of 
the reported cases during the years of the 
last great depression will confirm this. 


A might be expected, the increase in 

regulatory activity during certain pe- 
riods, brings about an increase in oppor- 
tunities for judicial review. If the deci- 
sions of commissions are more restrictive 
or tend to favor consumers it is logical 
that more companies will bring appeals 
during such periods. And, conversely, 
when regulation tends less to restrict earn- 
ings of utilities during periods of relative 
prosperity there are fewer appeals since 
ratepayers are seldom well enough organ- 
ized and courts have difficulty in finding 
that a ratepayer, being unable to show con- 
fiscation, is properly before the judicial 
body at all. 

Despite this factor, however, enough 
litigation has been decided during both ups 
and downs, peaks and valleys of business 
activity that ample examples are available 
in all phases. And some interesting rela- 
tions exist, particularly between the state 
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of the economy and the extent to which 
courts have attempted to substitute their 
judgment for that of the regulator, to use 
judicial instead of administrative ex- 
pertise. 


Periods of Judicial Emphasis in 
Regulation 


wu far from documented and by 
no means invulnerable to logical at- 
tack, a reasonably defensible argument is 
possible that judicial tribunals seem more 
likely to exercise their informed judgment 
during good times than during bad. 

Take just one example, although an im- 
portant one; the rise and fall of the present 
fair value concept and its replacement by 
the original cost concept. 

Ever since the courts were persuaded in 
1894 (Reagan v. Farmers Loan & Trust 
Co. 154 US 362) that the constitutional 
protection against confiscation of property 
was available to utilities if a rate schedule 
returned less than a fair return, litigation 
has been frequent on the question of how 
to measure the value of the property on 
which this return was to be based. Un- 
derstandably, the utilities contended for as 
high a rate base as possible. 

In the well-known McCardle v. Indian- 
apolis Water Co. Case (272 US 400, 
PUR1927A 15) the U. S. Supreme Court 
had before it a finding by the district court 
that the fair value of the company’s prop- 
erty was greater than allowed by the com- 
mission. 

In its decision, reached during the 
post-World War I prosperity of 1925-26, 
the Supreme Court accepted this striking 
interference by a judicial tribunal with 
the commission’s legislative, rate-making 
function, rejected the commission’s valua- 
tion, and specified in some detail (272 US 


400, 408) what future prices should be 
considered by the commission. 

Then in 1933, a few years but millions 
of deflated dollars later, the Supreme 
Court, in Los Angeles Gas & Electric 
Corp. v. California R. Commission (289 
US 287, PUR1933C 229) specifically 
recognized the distinction between the 
function of courts and commissions in 
the regulation of utility rates and accepted 
the “historical cost” rate base found by 
the California commission. Mr. Chief 
Justice Hughes, in the majority opinion 
presaging the many like it to come, stated 
(289 US 287, 304), “The legislative dis- 
cretion implied in the rate-making power 
necessarily extends to the entire legislative 
process, embracing the method used in 
reaching the legislative determination as 
well as that determination itself.” 

The echoes of that language reverberate 
throughout the familiar decisions which 
followed in the Natural Gas Pipeline Com- 
pany of America and the Hope Natural 
Gas cases.* Although decided during the 
war years they belong essentially to the 
period of the thirties. Throughout that 
period judicial interference with commis- 
sion expertise was infrequent and unim- 
portant. 


HUS the recent decisions in the Mobile 

and Sierra Pacific cases as well as the 
Panhandle appeal are consistent with the 
theory here suggested. In this period of 
unprecedented levels of business activity 
the courts seem to be taking it upon them- 
selves to peck away at the pronouncements 
of the courts made in the thirties and be- 


8 Federal Power Commission v. Natural Gas 
Pipeline Co. of America (1942) 315 US 575, 42 
PUR NS 129; Federal Power Commission v. Hope 
Nat. Gas Co: (1944) 320 US 591, 51 PUR NS 193. 
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fore. Is commission expertise as sacred 
a cow now as it was thought to be a few 
years ago? Even City of Pittsburgh v. 
Federal Power Commission (1956) 13 
PUR3d 145, although a pipeline certificate 
proceeding appeal, seems to imply that 
courts will be looking behind the legisla- 
tive determinations of the commissions 
and reaching their own conclusions. If 
there is any substance to this thesis, it 
should move commissions and companies 
alike to take a more cautious position. 


is ve problem explored above is es- 
sentially, and in a very broad brush 
way, summed up in this question: How 
have the traditional branches of our con- 
stitutional government carried out their 
respective responsibilities for utility reg- 
ulation in relation to each other? 

One oversimplified conclusion from the 
foregoing might be that, during or imme- 
diately following periods of economic 
stress, the legislative branch (by statu- 
tory amendment) and its creatures, the 
commissions (by regulatory decisions), 
have become most diligent in setting up or 
adjusting the controls to meet changing 
regulatory requirements in the public in- 
terest. Under such circumstances, there 


has been observed a tendency on the part 
of the judicial branch to give the com- 
missions a relatively free hand in working 
out their own solutions and interpreta- 
tions of statutory standards and legisla- 
tive intent. During such time, court de- 
cisions have emphasized recognition of 
so-called expertise of the commissions. 

In periods of economic expansion, how- 
ever, when there may seem to be less need 
for new statutory restrictions or constant 
adjustment of controls on utility opera- 
tions, the courts may be inclined to assume 
the role of closer supervision, to check 
the conformity of regulatory action with 
established statutory standards and inter- 
pretations of the intent of the legislative 
branch in the public interest. The over-all 
economic climate may thus serve as a back- 
drop for analyzing the changing pattern 
of regulatory decisions over a long range 
of industrial performance. This is, of 
course, simply a broad hypothesis inspired 
by what might seem to be a somewhat 
cynical question asked by the observer of 
today’s trend of decisions in the light of 
the Hope Case and other decisions of more 
than a decade ago. The question is: 
“Whatever became of the expertise of the 
regulatory commissions ?” 





geese out the suggestion in the foregoing article, that periods of 
economic stress give rse to activity in legislation affecting public 
utility regulation, is the record of the extraord‘nary number of requlatory 
laws and amendments registered during the period of 1930 to 1940. This 
was the decade which mostly reflected the economic depression of the early 
thirties. No less than two dozen state regulatory laws were revised or 
amended in some major degree during this period. Statutes in New York 
and Pennsylvania were completely overhauled. Three new federal regulatory 
commissions (FCC, FPC (on a full-time basis), and the SEC) were set 
up in business under statutes for interstate regulation of utilities: Federal 
Power Act, Federal Communications Act, the original Natural Gas Act, 
and the Holding Company Act. The Interstate Commerce Commission 
Act was revised. Motor carriers were brought under federal regulation. 
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For Your Information 


Does the management of a modern gas utility serving 
a large American metropolis need a philosophy with 
respect to human relationship? If so, what would that 
philosophy be? 
By JAMES F. OATES, JR.* 


CHAIRMAN OF THE BOARD, THE PEOPLES GAS LIGHT 
AND COKE COMPANY 


HE Peoples Gas Light and Coke 

Company is an operating gas utility 

in the city of Chicago. It is also the 
parent company of an integrated gas sys- 
tem which consists of corporate units pri- 
marily engaged in the production, trans- 
mission, storage, distribution, and sale of 
natural gas. 

Peoples Gas in its corporate capacity 
serves approximately one million Chicago 
customers—residential, commercial, and 
industrial. This service furnishes the sole 
utility gas supply for a population of near- 
ly three and three-quarter million people 
and is performed by over 5,000 employees. 

As is true in many public service or- 
ganizations, the people of Peoples Gas 
have a special sense of responsibility since 
the daily human needs, as well as the health 
and welfare, of a vast population depend 
upon the efficient and reliable performance 
of their work assignments. 


*For additional personal note, see “Pages with 
the Editors,” 
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This feeling of responsibility has neces- 
sarily served to foster pride in our work 
and respect for each other. 

A close, co-operative spirit is traditional 
among this group. Much of their work is 
performed in complete anonymity, but 
their loyalty to the work they do in the 
public interest has produced a creditable 
record of teamwork by what our veteran 
employees like to call, “The Gas House 
Gang.” 


S Bins have been few “stars,” as such, 

among the many thousands whose 
hard work and ingenuity have, by impro- 
vising. and conquering untold technical 
difficulties, built, maintained, and expand- 
ed Chicago’s gas service. There are, how- 
ever, many unsung heroes, including men 
who respond in the dead of night under 
severe weather conditions to protect the 
public safety by repairing a gas leak under 
conditions of personal jeopardy, and men 
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who, on the occasion of a fire or flash flood 
from heavy rains, must work long hours 
in adverse conditions cutting off gas serv- 
ice and later restoring it after the emer- 
gency has passed. To these men the entire 
community owes a great debt and this 
statement would be incomplete without 
recording this sincere tribute. 

The result has been that Chicago has 
had unfailing gas service for 105 years 
and this through times of panic as well as 
prosperity, riot, and other serious dislo- 
cations, war and peace, and even during 
the great fire of 1871 and its aftermath. 


7: ranks of our employees now are 

studded with hundreds of profession- 
ally trained men—among them engineers, 
chemists, physicists, geologists, and ac- 
countants. But an old verse, bearing the 
apt title “The Gas House Terrier,” is just 
as expressive today of the gas worker’s 
fierce pride in his job as it was more than 
a half-century ago. Let me quote a few 
of its lines: 


He was a grimy Terrier from the gas- 
house down beyant, 

Of chemistry and algebra his knowledge 
true was scant; 

But he’d a horny fist and an honest face 
and the grit of a brindled pup, 

He didn’t go much on photometry, but 
he kept his holder up. 

As we welcome the logarithmic boy, 
with his tubes and his chemical stuff, 

Let us not forget the Terrier lad, who 
broke the way when the way was 
rough. 

Here’s to his job, wherever he goes, and 
may never a fate be sweeter 

Than his, when death cuts off his gas, 
and Gabriel takes his meter. 
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Perhaps, it is because our business con- 
sists in:substance of the performance of a 
service, or, maybe because we are so con- 
stantly required to satisfy, competitively, 
high standards of public acceptability; in 
any event, the fact is that we are unusually 
conscious that our business properties 
would have nothing but a salvage value 
in the absence of an effective and reliable 
organization. We believe that such an or- 
ganization can only be created and main- 
tained if management tirelessly pursues 
the elusive goal of sound human relations. 
We know that the individual human being 
is the indispensable ingredient of business. 
We have learned the lesson that accom- 
plishments are made by people, and not 
by things. 


UMAN relations are, of course, good 

or bad, successful or unsuccessful, 
depending entirely upon the particular in- 
dividuals involved, their health, their in- 
telligence, their character, their aspira- 
tions, their sins, their strengths, and their 
weaknesses. Obviously there is no sure- 
shot formula, no slide-rule technique 
which will unlock the human heart. 

The important and highly practical 
questions to ask are these: What is the 
spirit of your institution? What is the 
philosophy of the management in refer- 
ence to human relationships? Because it 
is this philosophy which creates the atmos- 
phere. If there be a technique to know 
and solve the problems of human relation- 
ships, it is the wholehearted acceptance of 
the necessity of developing a philosophy 
and the recognition that the application of 
that philosophy is a never-ending, con- 
tinuous, ceaseless job. 

May I be bold enough to suggest a start- 
ing place in the development of a business 
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Employer-employee Communications 


* s is axiomatic that the need to communicate is a fundamental human 

characteristic. No business can fully prosper tf barriers to the nat- 
ural process of communication are permitted to exist. Our employee group 
at Peoples Gas numbers in excess of 5,000 individuals, and those in our 
associated pipeline companies aggregate another 2,500. It is a planned, 
important, and keenly anticipated part of my job throughout the year to 
visit with hundreds of those individuals at work throughout our system. 
I simply believe that to sustain a meaningful communication system 
predicated on the use of any of the commonly accepted methods, it ts 
first of all necessary that all of us spend some time in seeking an insight 

as to those who work with us.” 








philosophy? I believe that the starting 
place is in your own individual concept 
of the value of man. I also believe that we 
must never forget that a man is a being 
with dignity and that he possesses the 
sanctity of a human personality. 

It is therefore submitted that at all 
levels of management each individual 
supervisor and official must seek to devel- 
Op a sincere respect for each individual 
employee as a fellow human being. From 
such respect there will inevitably spring a 


sense of confidence which moves in both 


directions. From that respect it will also 
follow that management will wish to es- 
tablish and perfect the means of communi- 
cation to and from the employees. 


r is axiomatic that the need to communi- 
cate is a fundamental human character- 
istic. No business can fully prosper if bar- 
riers to the natural process of communica- 
tion are permitted to exist. 

Our employee group at Peoples Gas 
numbers in excess of 5,000 individuals, 
and those in our associated pipeline com- 
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panies aggregate another 2,500. It is a 
planned, important, and keenly anticipated 
part of my job throughout the year to visit 
with hundreds of those individuals at work 
throughout our system. I simply believe 
that to sustain a meaningful communica- 
tion system predicated on the use of any 
of the commonly accepted methods, it is 
first of all necessary that all of us spend 
some time in seeking an insight as to those 
who work with us. I know of no practical 
substitute for a face-to-face relationship. 
I cannot overemphasize the solid basis for 
two-way communications that begins when 
Superintendent Jones knows firsthand that 
Special Serviceman Smith is a man with 
a drill press in his basement and two stal- 
warts in college. Conversely, Smith also 
has something when he finds that Jones 
is a fly-rod man, a real menace to brook 
trout, and a proud grandfather as well. 
Once we have developed and nurtured this 
kind of relationship, we have a good start 
towards being able to assess and under- 
stand the human desires, feelings, and at- 
titudes that surround us. This is, in my 
judgment, the essential cement in a foun- 
dation for effective communication. 


AS in other business operations, the suc- 
cessful conduct of a comprehensive 
communication system has become a com- 
plex and detailed affair. There are an ag- 
gregate of 40 media regularly used in Peo- 
ples Gas for employee communication, 
which include the general classifications of 
personal contacts; printed and written ma- 
terials; suggestion system; management 
group conferences; employee group con- 
ferences ; formal training and development 
programs; and other similar programs and 
activities. I must also confess that, in ad- 
dition, we do have a busy and far-reaching 
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informal communication network, as well 
as the time-honored and active grapevine 
which adorns our particular vineyard. 

Of particular importance is the objec- 
tive of doing our best to keep our em- 
ployees fairly informed on all important 
factual events and policy determinations. 
We believe that no employee can be an 
effective member of the team unless he 
knows the score. He can only realize his 
best potential as an employee on the job 
and as a representative of the company off 
the job, if he is kept fully advised on all 
significant and vital company problems and 
programs. 

The timing of informational releases is 
a problem that necessarily engages our 
conscientious attention. From a communi- 
cation point of view, there is nothing more 
dull and uninspiring, or useless, than im- 
portant company information which is de- 
layed to an extent where it is representa- 
tive of nothing but historical documenta- 
tion. There are, of necessity, those times 
when policy matters are in the stage of 
conception and planning. This is not a 
time for general communication. How- 
ever, when a policy matter is decided, we 
believe it to be instantly communicable. 


W: have complete faith in a full use 

of communication methods which 
have been in existence and tested through 
time. For example, our employee maga- 
zine, Gas News, is a monthly publication 
of many years’ standing and has been de- 
voted to publicizing departmental func- 
tions, product developments, the individual 
and group accomplishments of people in 
our organization, and other items of sim- 
ilar character. I have been a regular 
monthly contributor to the “Our Compa- 
ny” column in that magazine for some 
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years. Through that medium we have 
probed such varied subjects as the Hersch- 
er underground storage project, the ro- 
mance and mechanics of off-shore drilling 
in the Gulf coast, and the precise science 
of gas air conditioning. We outline our 
future hopes and review our past accom- 
plishments. I have been told by inde- 
pendent analysts that the column is widely 
read and that the employees find it to be 
of interest and value. This is an encourag- 
ing report. I shall do my best in this way 
to share with all of our associates the 
serious problems, the big ventures, and the 
good news. 

Our employees all receive the same an- 
nual réports and quarterly statements that 
stockholders receive, as well as full reports 
of the business transacted and the remarks 
made at our annual stockholders’ meet- 
ings. Advance copies of company informa- 
tion for release to newspapers are issued 
to employees prior to publication in the 
daily press. 


Efe gas industry now ranks as the sixth 
largest on a national scale, with glow- 

ing prospects of substantial progress in 
the future. There have been times, and 
there will be times, when the growing 
pains of an expanding economy seem to 
require all of our energies and efforts be 
directed towards the technical and finan- 
cial administration of the business. How- 
ever, no one of us can forsake the broad 
view that we are essentially dependent on 
others to translate our leadership into pro- 
ductive action. The only means for this 
translation lies in effective communication. 
May I suggest that it is necessary that 
all of us who are managers in the gas busi- 
ness be constantly aware of the fact that 


one of our primary responsibilities is to 
impart and receive information related to 
every phase of the job that we have. Be- 
yond that it is vital that we have a driving 
desire to effectively do this job, and a real 
concern that all of the story gets across to 
those who may be affected. Perfunctory 
announcements (no matter how frequent) 
and the cold recital of figures (no matter 
how significant) do not at all assure a 
comprehensive understanding on the part 
of recipients. Partial half-hearted com- 
munication, or none at all, guarantees a 
complete lack of understanding of a com- 
pany’s purpose or reason for existence. 
Finally, let us never forget that like so 
much else in life, and certainly in business, 
success in communications is inseparable 
from a continuing desire to improve them. 

Therefore we must conclude, as we 
started, in recognizing that these matters 
of understanding human beings (and be- 
ing understood by them) are complex, 


profound, and, in many cases, beyond ac- 


curate comprehension. 


5 ton most practical and realistic advice 
that we can give each other is to plead 
for recognition of the truth that since the 
philosophy of sound human relationships 
is a matter of the spirit, it is an ideal and 
can never be fully achieved on this earth. 
Our success in working effectively and joy- 
ously with our fellow human beings will 
be measured by our persistence in courage- 
ously seeking the achievement of the ideal 
and to the extent permitted by our inade- 
quate mortal strength seeking to avoid the 
pitfalls and temptations of frustrating 
cynicism. It is my experience that progress 
can be made and that the effort itself brings 
rewarding joy and satisfaction. 
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Some Comments on Gas Supply 


What steps should be taken to insure the maximum supply of gas 

at the lowest cost to the consumers consonant with fair and equi- 

table treatment for producers, pipelines, and distributors? This 

veteran executive, drawing on a rich background of managerial 

experience, makes some practical suggestions for erasing trouble 

spots now bothering those charged with the responsibility of gas 
supply. 


By TOM P. WALKER* 
PRESIDENT, TRANSCONTINENTAL GAS PIPE LINE 
CORPORATION 


ITHIN the four corners of the 
natural gas business, the producer 
at the moment holds the center of 
attention. Perhaps if the Supreme Court 
had not made a public character of him 
when it handed down its decision in the 
Phillips Case on June 7, 1954,’ his place 
in the picture would have been character- 
ized only by the rough-and-tumble inter- 
play of business and the public may have 
known little of him. And, being the in- 
dividual he is, he could jolly well take care 
of himself in such an atmosphere. Now, 
thrust into a new world of restraint and 
*For additional personal note, see “Pages with 
the Editors.” 


1Phillins Petrolesm Co. v. State of Wisconsin 
et al. (1954) 3 PUR3d 129, 
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regulation, with no clear patterns to guide 
him, he is bewildered and even a bit 
resentful. His place in the industry is 
vital. Until some definite guideposts are 
set out for his guidance, his ability and 
willingness to perform are in doubt. At 
the moment, he is standing by waiting for 
some help. A few are willing to sell un- 
dedicated reserves, but most have taken 
their gas off the market, thus causing an 
artificial shortage of new supplies. 
History tells of the bamboo pipelines 
which the Chinese laid centuries ago to 
transport natural gas to their salt evap- 
orators, but it was not until the third 
decade of the twentieth century that truly 
large markets were opened up for the 
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tremendous reservoir of Btu’s which mid- 
continent and Gulf coast oil operators 
tolerated only as a nuisance. Long-distance 
transmission of gas, interrupted by the 
demands for materiel during the second 
World War, did not come into full opera- 
tion until the late forties. Then the pipe- 
lines brought a new dimension to both the 
production and distribution of natural gas. 
They afforded new and substantial earn- 
ings from a grossly wasted natural re- 
source. They transformed hundreds of 
distributor companies with little or no 
earnings into virile dividend-paying en- 
terprises. 

The particular factor which made it 
all possible was a bold, new concept 
of finance predicated on the willingness 
of producers to commit their reserves 
for sale over a long period of time and of 
distributors to make similar long-term 
purchase contracts. Venturesome equity 
money teamed up with enlightened insur- 
ance funds to bring about a new gas indus- 
try which in a few short years has attained 
a high place in our national economy. 


1. new financial pattern depends on 
long-term purchase and sale contracts 
on either end of the transmission line, 
with full amortization of debt and heavy 
payoffs on all but the primary equity 
capital. Regulation of the pipeline to a 
featheredge leaves small room for diver- 
gence from the pattern. Only when the 
pipeline recovers its total costs, including 
a reasonable return on its investment, can 
it continue to meet the demands of grow- 
ing markets and expand to new areas 
eager for service. 
Except in favored markets which got 
their first gas from the Appalachian area, 
the whole industry—producer, pipeliner, 


and distributor alike—is suffering grow- 
ing pains. The producer’s position is com- 
pletely changed from the day when, in his 
search for oil, he found the new nuisance 
which his conscience, and later the law, 
told him he could not waste but for which 
there was no market. The sensitively 
financed and rigidly regulated pipeline is 
new, of course, and still in some respects 
untried. But in no area was the transition 
more radical than that of distribution. 
These local gas companies also operate 
under strict regulation. Their operations 
are grounded in tradition based on prac- 
tices built up over a hundred years. The 
substitution of a supply source hundreds 
of miles distant for the cosy, easily con- 
trolled but withal expensive manufactur- 
ing facilities close at hand, which now 
could be used only infrequently as stand- 
by, was indeed a major revolution. 


r the beginning, the new fuel seemed 
much cheaper. Because its source was 
many tenuous pipeline miles distant, it was 
generally believed that idled manufactur- 
ing facilities must be maintained almost 
completely intact. Thus, load-factor prob- 
lems, inherent both in the retained facili- 
ties and in the pipeline itself, were 
multiplied. To achieve long-hour use, in 
the beginning much off-peak gas had to be 
sold in competition with other available 
fuels. This requirement accentuated the 
importance of the cheaper rate for this 
off-peak or interruptible use as contrasted 
with that for domestic or commercial pur- 
poses. It is at this low rate level that 
natural gas must meet the competition of 
other fuels. Furthermore, it is this neces- 
sarily low rate level which is most sensitive 
to changes in field prices. Hence the price 
of gas at the wellhead is an important 
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factor in the successful operations of the 
pipeline and the distributor. 


+ ie mect a mounting demand for the 

new preferred fuel, pipelines offered 
higher and ever-higher prices for gas in 
the field. One deal, seeking some protec- 
tion for the producer against inflation and 
the uncertainties involved in fixing a price 
for a full twenty years, introduced the 
idea of a favored nations clause. Pro- 
ducers, always quick on the uptake, 
grasped at the innovation eagerly and 
forthwith, as demand for new gas reserves 
pressed more heavily on supplies, devised 
new and expanded versions. As time 
passed, these commenced to trigger field 
prices, and the distributor found his plan- 
ning upset by escalations he could not 
reduce to manageable terms. This capri- 
cious method of pricing tossed a new dis- 
turbing element into his already difficult 
adjustment. Down the road a clash became 
obvious between prices of gas in the field 
and a cheap rate in the market essential to 
maintain a high-load factor. It was at this 
point that the Phillips decision and the 
resulting FPC regulation of producers’ 
prices offered a way out for the distribu- 
tor, and the issue was joined. 


e 


[> of it all, this seems clear: If the 
distributor is to continue to be the 
salesman for the producer, he must know 
within reasonable limits what his gas will 
cost for sufficient time in the future to 
permit orderly planning. Few distributors 
advocate regulation of the producer to 
bring this about, but they must have some 
answer to that question before they will 
carry on with confidence and enthusiasm. 
On the other hand, if the producer is to 
exert his skills and his resources in the 
search for new reserves he must be well 
rewarded during the full term of his 
commitment. 

Before moving on to the producer and 
the question of gas supply, we should 
complete the square we have chosen to 
represent the entire gas industry. In this 
corner we find the regulatory agencies. 
The local pattern for regulating distribu- 
tors is well established. Since the advent 
of natural gas, however, control over a 
major portion of the public service com- 
missions’ responsibility has passed to 
others. Where they previously set the 
price for manufactured gas as a fixed 
return on a cost of facilities, they now 
must accept a well-head price determined 
by the Federal Power Commission. Many 


“WiTHIN the four corners of the natural gas business, the 
producer at the moment holds the center of attention. Per- 
haps if the Supreme Court had not made a public character of 
him when it handed down its decision in the Phillips Case on 
June 7, 1954, his place in the picture would have been charac- 
terized only by the rough-and-tumble interplay of business and 
the public may have known little of him. And, being the in- 
dividual he is, he could jolly well take care of himself in such 
an atmosphere. Now, thrust into a new world of restraint and 
regulation, with no clear patterns to guide him, he ts bewildered 
and even a bit resentful. His place in the industry is vital.” 
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commissions permit simple procedures for 
passing on to the ultimate consumer any 
reasonable increases allowed the pipeline 
by the FPC. As the price for such a con- 
cession, they require companies under 
their jurisdiction to contest every increase 
requested by a producer or a pipeline. As 
a result, the FPC work load is multiplied 
by distributor company and commission 
interventions seeking to limit such in- 
creases. Some, but not all, of these state 
commissions advocate strict cost-of-service 
regulation of the producer and pursue the 
point not only before the FPC, but also 
in the political arena. As a matter of 
courtesy and perhaps of more substantial 
right, they are accorded every facility to 
participate in these rate proceedings. 


so some eighteen years’ experience 
with the Natural Gas Act, the FPC 
has developed rules and regulations for 
certification of pipeline facilities and rate 
making which are well understood and 
workable. The upsurge of well-head prices, 
triggered by favored nations clauses, and 
the sudden dumping in its lap of producer 
regulation have opened up a whole new 
area of problems for the FPC. Now faced 
by these added thousands of unwilling and 
unhappy subjects, whom it disclaimed on 
numerous occasions, and with no guide- 
posts or precedents, its situation is truly 
difficult: The Natural Gas Act prescribes 
certain rules and procedures which cannot 
be applied to the production of natural 
gas. The commission is doing its best to 
find some answers in this frustrating situa- 
tion. Only a clear definition from Congress 
can release the industry from the uncer- 
tainties and confusion that now threaten 
to strangle its future progress. 
At the moment, the producer has not 


yet fully recovered from the state of shock 
which the Supreme Court’s decision of 
June 7, 1954, visited upon him. Since its 
earliest days, the petroleum industry has 
been daring—an outstanding example of 
the contributions to the public welfare 
which can be achieved under America’s 
free enterprise system. It has taken 
chances which paid handsomely to those 
who pursued the business with intelligence 
and energy. Its success is due largely to 
the fact that its only restraint was the 
limitations of the willingness to venture. 
When suddenly the court order decreed 
that this natural gas end of the petroleum 
business, which was just beginning to 
flower as an important money-maker, was 
to be regulated just like a public utility, 
the producer was dumfounded. The only 
ready answer he could think of was, 
“They can’t do this to me.” 


r spite of the fact that the Natural Gas 

Act specifically exempted the produc- 
tion and gathering of gas from FPC regu- 
lation, the producer suspected that some 
loose connection in the law might be re- 
vealed. Through the Kerr Bill, passed and 
vetoed before the Phillips decision, and 
the more recent Harris-Fulbright Bill, he 
sought to have the defect corrected. The 
Supreme Court decision confirmed his 
fears and redoubled his efforts to have 
Congress correct the deficiency. The fight 
over the Harris-Fulbright Bill is too 
recent to require any review here. Suffice 
it to say, the gas producer used every 
means at his command to persuade Con- 
gress to relieve him of regulation. In this 
he succeeded, but the President, while 
approving the bill’s objectives, found 
some of the means used to get it passed 
just far enough off the reservation to 
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New Gas Problems for the FPC 


6G AFTER some eighteen years’ experience with the Natural Gas Act, 

the FPC has developed rules and regulations for certification of 
pipeline facilities and rate making which are well understood and work- 
able. The upsurge of well-head prices, triggered by favored nations clauses, 
and the sudden dumping in its lap of producer regulation have opened 
up a whole new area of problems for the FPC. Now faced by these added 
thousands of unwilling and unhappy subjects, whom it disclaimed on 
numerous occasions, and with no guideposts or precedents, its situation 

is truly difficult.” 
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justify his veto. Many distributors and 
state utility commissions applauded the 
President’s action. They had worked as 
earnestly to defeat the bill. 

It is questionable whether the Harris- 
Fulbright Bill would have afforded, within 
the four corners of the gas industry, a 
peaceful settlement of its problems. The 
distributor was not satisfied that it pro- 
tected him against runaway gas prices at 
the wellhead. The pipeline was appre- 
hensive because under its gas purchase 
contracts it might have to pay the pro- 
ducer a higher price than the FPC would 
allow it to pass on to its market customers. 
The FPC had no clear-cut basis upon 
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which it could regulate either the pipeline 
or the producer. The producer finally, in 
certain contract relations with the pipe- 
lines, and particularly as to favored 
nations clauses, was definitely subject to 
FPC control. With all these features in- 
viting contention, the law could easily 
have been in the courts for ten years 
before congressional intent could be 
evaluated. Perhaps that hope is too opti- 
mistic. The Natural Gas Acct is still being 
interpreted by the courts after eighteen 
years of experience under it. 


N: one can contend with much justice 
that the business of producing nat- 
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ural gas lends itself to the type of regu- 
lation set up in the Natural Gas Act. The 
act’s certificate requirements cannot be 
made to apply even under the widest 
stretch of the imagination. The traditional 
concept of price as a rate of return on 
invested capital is urged by many who 
contend that the act and certain court 
interpretations make the application of 
these provisions mandatory on the FPC. 
Such a formula is highly impractical. 
Thus, we start with an almost impossible 
situation to reconcile. 


[__ are almost as many different 
kinds of producers as there are pro- 
ducers. Even the major oil companies have 
widely varying practices as to exploration 
and development. Most have expert tech- 
nical staffs searching continually for new 
geophysical structures. Such operations 


are fairly well standardized. Some have 
large, some small, appropriations for ex- 
ploration. Others depend on independent 
operators to find structures later to be pur- 
chased for development. The very nature 
of the business makes for a wide diversity 
of policies, which fact may account for the 
over-all success of the petroleum business. 

One interesting type of producer who 
contributes a substantial number of new 
discoveries is the small independent striv- 
ing for the big kill. Some have become 
fabulously wealthy; some more than 
several times have dissipated their first 
success on later losing ventures. There is 
an old saying that much more money has 
gone into the ground than ever came out. 
This independent is a rough-and-ready 
fellow always alert for a deal. It is espe- 
cially difficult to picture him pursuing his 
chosen field with enthusiasm and daring 
if every act must be approved by some 


federal commission far removed in dis- 
tance and state of mind from the instant 
decisions he must make from day to day. 


_—_—- effect of the Supreme Court’s 

decision is the removal from the 
market place of recent new discoveries of 
natural gas. The producer reasons that if 
he makes a long-term contract for the sale 
of his gas, he has no assurance that the 
negotiated price will be approved or con- 
tinued throughout its term. Unless he 
must have income, unless some terms of 
his drilling leases require immediate pro- 
duction, or unless he is being drained by 
some other producer, he is holding his gas 
until the situation becomes more clear. If 
he has to sell, he will seek a market which 
will not subject him to FPC jurisdiction. 
Such markets include intrastate sales or 
sales to an out-of-the-state purchaser who 
buys the gas for his sole use and not for 
resale. Now, any sale to an interstate pipe- 
line requires that he must secure a certifi- 
cate to make the sale and submit to the 
rate provisions of the Natural Gas Act. 
Major companies which can afford to 
withhold their newly discovered gas are 
doing so and pipelines are finding it in- 
creasingly difficult to find new supplies to 
take care of their own expanding markets 
except at prices which the producer calcu- 
lates will compensate him for his entrap- 
ment. At the moment, producers are build- 
ing great hopes around the prospect of 
new industries coming to the gas-produc- 
ing areas. Louisiana interests are making 
a drive for such business, offering tax-free 
sites, rights of eminent domain for pipe- 
lines, and other incentives to use local 
resources to make more jobs. Whether or 
not such a program is realistic is open to 
question. Much cheaper natural gas has 
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been available in the Gulf coast area for 
at least thirty years and so far the local 
demand has not, in any measure, equaled 
the supplies offered. True, there has been 
a great development in chemical plants 
and other large users of natural gas; but 
their growth would have to step up con- 
siderably to absorb all the new reserves 
which promise to be found. 


A: an interesting side light, during a 
recent session of the Louisiana legis- 
lature, an administration bill would have 
increased the gathering tax on natural gas 
from one to three and one-half cents per 
Mcf. Only a constitutional requirement of 
a two-thirds majority defeated the meas- 
ure. One of the candidates for nomination 
as governor in the Democratic primary 
runoff in Texas proposes to raise money 
for many social reforms by taxing natural 
gas sold to pipelines. Some consideration 
is also being given by oil and gas regula- 
tory commissions in both Texas and 
Louisiana to a system of proration which 
could operate to restrict the production of 
‘the older lower-priced fields. These activi- 
ties demonstrate an effort to assure for 
the gas-producing states a larger share of 
the consumer’s dollar, which they fear 
might be denied them by FPC price 
control. 


q 
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Another producer problem stems from 
the fact that both the pipeline and the 
distributor must have long-term contracts 
to finance their future requirements. The 
adoption of twenty years as the accepted 
term created a serious innovation in the 
pricing of a natural resource, particularly 
now that inflation is taking such a heavy 
toll on fixed prices made years ago. Lately 
the producer has refused to face the un- 
seen future without being able to redo 
his deal in the light of changing condi- 
tions. The favored nations clause was his 
answer to that problem. So much has 
already been written and said on this 
subject that we need not press the point 
further. But in order for the distributor 
to plan his future operations, escalations 
in producer prices must be determinable 
well ahead of time, and the maximum 
price must match up to that of competitive 
fuels. When this particular dilemma is 
resolved by an amendment to the. Natural 
Gas Act, the: natural gas business will 
have been substantially put back on the 
track. : 


“ib soni the past eleven years, when 

systematic estimates of natural gas 
reserves have-been accumulated by ‘the 
AGA, the progress in the discovery of gas 
has been notable. Each year more gas was 


“A FACTOR of great significance to the future of gas reserves 
is the increasing depth to which wells must be drilled to find 
new productive sands. The incremental cost per foot rises 


rapidly as wells go deeper. Early wells in the Appalachian 
area were relatively shallow as compared with depths which 
must now be explored to find new sources of gas. A 5,000- 
foot well in 1953 cost something under $10 per foot to drill. 
Wells of more than 15,000 feet are now common. Their cost 
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is four times greater per foot.” 
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added than was produced, so that proved 
reserves have increased from about 148 
trillion cubic feet in 1945 to something 
over 223 trillion cubic feet in 1955. Some 
of these discoveries were new fields and 
new pools in old fields, but the larger part 
represented extensions and revisions in 
old fields. In spite of the fact that the 
total gas reserves each year have in- 
creased, the number of years of available 
supply as related to the production during 
these years has decreased from thirty-two 
and one-half years to something over 
twenty-two years. With one exception 
(1954), each year more exploratory wells 
were drilled than during the previous year. 
Not only the number of wells but the 
footage drilled increased. It is interesting 
to note that throughout this 11-year 
period, an average of about 80 per cent 
of the total wells drilled were dry holes, 
and in only 34 per cent was gas discov- 
ered. The total drilling of exploratory and 
development wells shows commendable 
improvement, but, in the last analysis, the 
constant addition of new and previously 
unknown reserves will alone determine 
the adequacy of future gas reserves. Here, 
of course, is where the real risk lies.. The 
rewards must be attractive, and certainly 
a possible 6 per cent return on an invest- 
ment will not generate the necessary 
enthusiasm to get the job done. 


a of great significance to the 

future of gas reserves is the increas- 
ing depth to which wells must be drilled 
to find new productive sands. The incre- 
mental cost per foot rises rapidly as wells 
go deeper. Early wells in the Appalachian 
area were relatively shallow as compared 
with depths which must now be explored 
to find new sources of gas. A 5,000-foot 
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well in 1953 cost something under $10 
per foot to drill. Wells of more than 
15,000 feet are now cemmon. Their cost 
is four times greater per foot. This fact 
definitely deters the search for new sup- 
plies, and one can reach only one con- 
clusion: The fundamental economics 
surrounding new gas supplies will dictate 
an increase in their price during the 
coming years. 


_ E. Davis, the dean of gas re- 

serve experts, recently made some in- 
teresting comments on the driving power 
behind the exploration for gas. He lists 
our tax structure as one of the important 
stimulants. More people are making big 
money. An individual who may pay out as 
much as 90 per cent of his incremental 
earnings in taxes has a ready incentive to 
risk his money in ventures where a lucky 
strike may transfer a high-bracket tax li- 
ability into a more manageable capital 
gain. Mr. Davis further says, “Another 
factor in the increase of drilling has been 
the substantial improvements in the tech- 
nology and economics of exploration— 
better seismic methods—better methods 
of recognition of pays of oil or gas—bet- 
ter drilling equipment and_ techniques; 
the introduction of sand fracking, the 
wider use of secondary recovery methods, 
and last, but not least, better prices for’ 
oil and especially for gas.” 

During much of the rapid develop- 
ment of natural gas pipelines, he points. 
out, the price of bituminous coal was in- 
creasing and the substitution of natural 
gas was attractive and feasible. 

Now, other factors are entering the 
picture which tend to diminish what Mr. 
Davis terms the “power behind explora- 
tion for gas.” In Louisiana, more recently 
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Impact of FPC Control on Gas Producers 
74 «rere of FPC regulation, especially with the possibility of a 


restricted return on a utility rate base formula, is another element 
which impels the producer to become more conservative. Even if he makes 
a contract which he considers satisfactory, he cannot be sure, sometimes 
for several months, whether or not the FPC will approve the price he has 
negotiated. Contracts are now being made at ever-mounting prices with 
the apparent reservation that the FPC will order a price in line with 
realities. If the producer is to persuade the ultimate consumer that the 
competition for the sale of gas is a sufficient guaranty that it will be 
reasonably priced, he can ill-afford to exact a contract which can be 

found out of line by the FPC.” 








the most fertile field for new discoveries, bility of a restricted return on a utility 
much of the land area has already been rate base formula, is another element 
explored. More venturesome producers which impels the producer to become more 
are going offshore where drilling in many conservative. Even if he makes a contract 
feet of water cover is becoming more and which he considers satisfactory, he cannot 
more expensive. These prospects are still be sure, sometimes for several months, 
more promising at the moment than ex- whether or not the FPC will approve the 
ploring Rocky Mountain and Arctic Circle price he has negotiated. Contracts are now 
areas which some day may have to furnish being made at ever-mounting prices with 
our oil and gas requirements. A threat of the apparent reservation that the FPC 
FPC regulation, especially with the possi- will order a price in line with realities. If 
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the producer is to persuade the ultimate 
consumer that the competition for the sale 
of gas is a sufficient guaranty that it will 
be reasonably priced, he can ill-afford to 
exact a contract which can be found out 
of line by the FPC. There can be no better 
evidence of the need for regulation than 
this. 


i hen distributor is essentially the sales 
agent for the producer—the pipeline 

a transporter. Common practice requires 
the pipeline to negotiate for gas in the 
field on the best terms available. By their 
persistent participation in rate case pro- 
ceedings before the FPC, distributors in- 
dicate in no uncertain terms that they do 
not approve some of the newer purchase 
agreements. In recent months especially, 
since the FPC has assumed jurisdiction 
over well-head prices, distributors have 
been intervening in all producer and pipe- 
line proceedings. One way to restore con- 
fidence is for the distributor to purchase 
his gas directly from the producer, using 
the pipeline only in its natural place as a 
transporter. Such a program would ma- 
terially simplify the life of the pipeliner. 
Because (1) new gas reserves are much 
less accessible than they were ten years 
ago; (2) ever-deeper wells are drilled at 
higher incremental costs; and (3) the new 
regulatory atmosphere surrounds the pro- 
ducer’s business with uncertainties, there 
is a definite threat that the producer will 
lose interest in exploring for new gas 
supplies. Best-informed estimates place 
large reserves in the offshore sections of 
Texas and Louisiana yet to be discovered. 
The petroleum industry will find these re- 
serves if their enthusiasm can be main- 
tained by proper incentives. But the price 
of gas in the field will be higher than the 


average price pipelines are now paying. 
The reason the present average is low is 
that its components are prices paid over 
the past ten years, ranging all the way 
from 5 cents per Mcf to 21 cents. Con- 
tracts are now being made in Louisiana 
at a starting price of 224 cents. Each new 
large increment of gas requires a price in 
excess of the present average. Thus, the 
prospect is for the average to rise. In the 
meantime, some pipelines will effect sav- 
ings in other costs of service which will 
soften rises in field prices when translated 
to the distributor level. What final level 
will result is impossible to forecast. 


| Sing four or five years ago, during 

the greatest expansion in pipeline 
capacity, gas was bought in a buyer’s 
market. At the moment, there is a large 
unfilled demand for additional gas. Until 
Congress gives the FPC some clear direc- 
tive on its responsibilities and the producer 
can negotiate with some confidence, the 
future is bound to be obscure. This much 
we can say: When the price runs head-on 
into the cost of competing fuels, then a 
plateau will have been reached. If this 
level is sufficiently attractive to justify the 
increased costs of exploration and devel- 
opment, there will be plenty of gas for a 
long time to come. If not, the gas will 
continue to repose in its hidden chambers 
where it has lain for multiple thousands 
of years. We know now that there are 
large gas reserves outside the continental 
limits of the United States. Canadian gas 
will soon be a definite competitive element, 
particularly in the Pacific Northwest and 
also into our New England via the pro- 
posed Trans-Canada pipeline. One com- 
pany has contracted for substantial quan- 
tities of Mexican gas. These sources will 
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some day have an impact on the adequacy 
and price of gas in our markets. 

Except for comparatively smaller areas, 
populationwise, the big markets of the 
country are already being served. New 
gas will be required during the coming 
years mainly to develop in depth the 
markets now being supplied. ‘Thus, the 
frantic competition for new large supplies 
should ease. As this growth progresses, it 
seems reasonable to expect that uses which 
cause gas to compete in the market place 
with other fuels will be displaced by pre- 
ferred uses for delicate heat treating and 
space heating, backed up by underground 
storage. Such uses of gas will command 
better rates and might justify the higher 
average prices necessary to encourage 
continuing development. 


; i ‘HE one great uncertainty still is the 


confused situation surrounding the 
regulation of the producer. The FPC 
frankly admits that it is at a loss to fix 
well-head prices under any formula which 
so far has been suggested. The producer 
is bewildered by this uncertainty. Con- 
gress must define his position clearly, and 
whatever responsibility for price fixing 
remains with the FPC must be spelled out 
in accurate detail. In his veto of the 
Harris-Fulbright Bill, the President stated 


q 


e 


that there is need for such legislation— 
that the fortunes of all elements of the 
business must be safeguarded in the public 
interest. The producer, the pipeliner, the 
distributor, and the FPC now see the need 
for corrective legislation. The new Con- 
gress should make this legislation an early 
order of business. 

When we again go into a public discus- 
sion of this matter, we cannot overlook 
certain satellite elements which revolve 
about the four-cornered industry. The 
subject itself furnishes a perfect sounding 
board for voluble politicians, columnists, 
commentators, and propagandists who 
thrive on the contentions which they can 
ferment in the minds of those who do not 
understand such a complicated subject. It 
is to be hoped that the next effort to 
resolve the question will be sponsored by 
strong and enlightened representatives of 
all phases of the industry, in addition to 
a goodly sprinkling of congressional 
leaders who understand the fundamentals 
of the situation. In the meantime, pro- 
ducers are doing some soul searching. 
Recently, in a speech before the Texas 
Independent Producers & Royalty Owners 
Association, Jake Hamon, chairman of 
the board of the American Petroleum In- 
stitute, called on the oil men assembled to 
“face the fact that we are damned un- 


“Tr the distributor is to continue to be the salesman for the 
producer, he must know within reasonable limits what his gas 
will cost for sufficient time in the future to permit orderly plan- 


ning. Few distributors advocate regulation of the producer to 
bring this about, but they must have some answer to that ques- 
tion before they will carry on with confidence and enthusiasm. 
On the other hand, if the producer is to exert his skills and his 
resources in the search for new reserves he must be well re- 
warded during the full term of his commitment.” 
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popular everywhere in the United States 
outside of our own oil patches . . . they 
think we are a bunch of rich overbearing 
braggarts with a tax gimmick . . . we 
have got to start winning friends and in- 
fluencing people, and we are starting a 
lot later than we should be.” Then Mr. 
Hamon outlined the plans of the American 
Petroleum Institute to demonstrate to the 
public the really great contributions of 
the oil industry to the public welfare. 


B way of summary, here are some of 
the significant items which surround 
this subject: 

1. There are still large undedicated 
gas reserves and larger ones yet to be dis- 
covered. They become more and more 
inaccessible and the cost to find them will 
result in higher average field prices. 

2. As these higher prices come along, 
they will impinge at the burner tip on com- 
petitive fuels. The price which distributors 
will be able to pay at the wellhead will 
depend upon their ability to upgrade the 
uses of natural gas in their areas, but, at 
the same time, high-load-factor operation 
must still be continued to maintain a price 


which will meet the competition. Assisting 
the transition is the fact that natural gas 
is a preferred fuel for any purpose. It 
should and will command a premium price 
—the only fuel which flows in a continu- 
ous stream from the reservoir which 
nature provided eons ago directly to the 
burner tip of the consumer. 

3. The immediate need is: 

(a) To secure corrective legislation 
which will give the FPC a clear directive 
and thus rekindle the producer’s enthu- 
siasm to the point where he will take the 
risks required to find ever more elusive 
reserves. 

(b) To maintain sufficient revenues for 
the pipelines so that they may continue to 
expand to take care of the increasing re- 
quirements of their markets. 

(c) To work out price structures for 


_ purchased gas which the distributor can 


determine for any given time. This con- 
dition requires that favored nations escala- 
tions be eliminated or replaced by some 
device which will permit the distributor 
to compare for years in advance the cost 
of natural gas with that of gas made by 
alternate manufacturing facilities. 








cC¢ ——— in one form or another, has spread until it now 


encompasses nearly half of the human race. . 


. . Even tn 


the United States, the economic system cannot be regarded as 
wholly capitalistic as the government guarantees nearly all sectors 
of the economy against possible losses. 

“A free enterprise without risk is not free just as profits with- 
out the possibility of loss can only lead to excess and wasteful 
production and to incompetent management. 

“Ours can be called a mixed system which simultaneously con- 
tains elements that are both capitalistic and socialistic. 

“The pull is naturally in the direction of increasing Socialism 
because government subsidies tend to increase monopolies and 
monopolies destroy private enterprise.” 
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—GEoRGE E. SokoLsky, 
Columaist. 
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Gas Air Conditioning, Today and 
‘Tomorrow 


The air-conditioning load is a sought-after load for the gas industry 

as the seasonal balance for its winter heating load. Conversely, 

electric utilities, which are developing considerable air-condition- 

ing summer load, are turning towards heating uses for seasonal 

balance. Here is an estimate of future prospects from the stand- 

point of a gas appliance expert, with due regard for the underlying 
economics. 


By GEORGE S. JONES, JR.* 


TIRRED by the promise of an almost 
limitless market for energy to power 
air-conditioning equipment — from 

room air conditioners to giant multizone 
building installations—and apprehensive 
at the apparent “inside track” now held by 
the electrical energy industry, the belated 
yet determined effort now being made by 
the gas industry to develop gas air-con- 
ditioning equipment that will compete with 
electrically powered machinery, and thus 
fill the summer valley in its load curve, 
is being watched closely, not only by rep- 
resentatives of the two competing forms 
of energy, but by the air-conditioning in- 

*Managing director, Air Conditioning and Re- 


frigeration Institute, Washington, D. C. For addi- 
tional personal note, see “Pages with the Editors.” 
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dustry, and makers of all types of house- 
hold appliances as well. 


~~ the rearranged state of af- 

fairs—a shuffling of peaks and valleys 
—which the gas industry is driving to 
offset, is the report by Edison Electric 
Institute late in August that the nation’s 
electric power output soared to a record 
11,794,000,000 kilowatt-hours in the week 
ended August 18th. It was the first time 
that nation-wide power demand during the 
summer exceeded the winter season. The 
figure was almost 10 per cent over a sim- 
ilar period in 1955, and eclipsed the pre 
vious record, established during the week 
before Christmas, 1955. 





GAS AIR CONDITIONING, TODAY AND TOMORROW 


HILE this is the first time that sum- 

mer demand has topped winter out- 
put on a nation-wide scale, there have been 
reports from southern sections of the coun- 
try for several years of summer highs, 
each year reaching higher. Particularly is 
this true in the Southwest—Texas, Okla- 
homa, and adjoining states—which para- 
doxically have the most readily accessible 
supplies of gas, and, it follows, at prices 
which do not include hundreds of miles of 
transmission lines. 

However, in the EEI’s figures for the 
week ended August 18th, increases were 
noted in nearly all sections of the country, 
with the exception of the West Central 
and Rocky Mountain areas. The largest 
increase, of course, continued to be in the 
South. 

Electric power executives are frank to 
admit that the shifting of the industry’s 
peak load from winter to summer is large- 
ly attributable to increasing demands of 
air conditioning for power. 

The gas industry wants to get in on this 
big summer power demand, and under- 
standably, since the parade has barely be- 
gun, and the next ten years will see a na- 
tional trend toward controlled weather 
that will, barring a sharp economic re- 
cession and possibly in spite of such an 
eventuality, have a greater impact on 
American living than the sudden burgeon- 
ing of the mechanical household refrig- 
erator three decades ago. 


N° figures exist, and, so far as I know, 

no forecasts have been attempted on 
the market for energy that this sweep to- 
ward air conditioning will create. As of this 
year, only about 3 per cent of the homes 
in the United States have air conditioning 
of some sort—that leaves 97 per cent of 


existing homes, plus the millions to be built 
during the next decade, as potential cus- 
tomers for some sort of energy to power 
air-conditioning equipment. 

To give meat to these percentages, it is 
estimated by the National Association of 
Home Builders that there are now in the 
neighborhood of 36,000,000 single-family 
residences in the country, of which 27,- 
000,000 or more are owner-occupied. Ap- 
plying the 97 per cent figure to this latter 
group, we come up with more than 26,- 
000,000 existing homes as yet nonair con- 
ditioned. 

The present rate of home construction 
is in the neighborhood of 1,000,000 per 
year. Estimates on “obsolescence” of ex- 
isting home units range around 300,000 to 
400,000 units a year. 

It is expected that about 1,750,000 
room air conditioners alone will be sold 
during 1956, and that something like 50,- 
000 to 200,000 central systems will be in- 
stalled in homes, either new or existing. 

These figures are for homes only. The 
size of the untapped commercial and in- 
dustrial market is as great or greater. 

One industry estimate is that at present 
less than one per cent of all modern fac- 
tories have air conditioning, but studies 
of worker efficiency and attitude are bring- 
ing an increased realization of the dollars- 
and-cents value of such an installation. 
Interviews with leading architects and con- 
sulting engineers throughout the country 
indicate a rapid growth in the next ten to 
twenty years. 


- in the trend to factory air con- 


ditioning include competition for 
skilled help, a desire to maintain employee 
efficiency, and pressure by labor unions. 
At the same time, it has been demonstrated 
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that factory air conditioning reduces em- 
ployee absenteeism. 

Some consulting engineers have estimat- 
ed that as many as 75 per cent of new 
factories and 50 per cent of all plants in 
the South would be air conditioned by 
1960 and 90 per cent by 1970. But the 
South is not the only area where gains 
are foreseen, and it is forecast that a high 
percentage of plants in the North, par- 
ticularly those involving high skills, such 
as electronics, and those requiring climatic 
control for the processes in the plant, such 
as printing, textile weaving, and similar 
processes, will join the trend to air con- 
ditioning for economic reasons. 


HE above facts and forecasts are cited 
in an effort to delineate the vastness of 
the demand for energy which has only be- 
gun and whose enormity in cubic feet, kilo- 
watt-hours, or whatever other measure- 
ment may be devised for a yet-to-be-de- 
veloped energy form, is incalculable. 
How much of this tremendous energy 
market of the future will be allocated to 
electricity, gas, and other possible sources, 
is likewise difficult to forecast. 
Certainly the electric industry has a 
pretty well-entrenched position at the pres- 


¢ 


7 


ent time, but the gas industry, on the other 
hand, is spending millions to put itself in 
the race, and may be expected to come up 
with equipment which will offer the op- 
portunity to gain back some of the ground 
which has been lost to its Johnny-come- 
lately rival. 


Mo are the plans under way to pro- 

vide equipment that will use gas to 
develop summer cooling—in residences 
and other buildings. The absorption sys- 
tem has for a long time been performing 
this service, and many innovations are be- 
ing made in the use of this equipment that 
should result in wider home-owner ac- 
ceptance. 

Gas-powered compressor units are be- 
ing manufactured by five or six companies 
for use with the conventional refrigeration 
system also. Some of these gas-powered 
compressors are still in the experimental 
and testing stages, but information being 
accumulated indicates that they may be 
found in. common use in a few years, ac- 
cording to gas industry spokesmen. 

A leader in the field of individual com- 
pany development is the Coleman Com- 
pany, Inc., of Wichita, Kansas, which has 
been working on its projects for several 


“STIRRED by the promise of an almost limitless market for 
energy to power air-conditioning equipment—from room air 
conditioners to giant multizone building installations—and 


apprehensive at the apparent ‘inside track’ now held by the 
electrical energy industry, the belated yet determined effort 
now being made by the gas industry to develop gas air-condi- 
tioning equipment that will compete with electrically powered 
machinery, and thus fill the summer valley in its load curve, 
is being watched closely, not only by representatives of the 
two competing forms of energy, but by the air-conditioning 
industry, and makers of ... household appliances as well.” 
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years, and has made several hundreds of 
pilot models. 

The company was urged to go into 
production in 1957 on gas air-condi- 
tioning equipment, but declined and will 
continue experimental work. In making 
the decision, company spokesmen cited the 
words of Sheldon Coleman, president of 
the company, in an address before the 1955 
convention of the Southern Gas Associa- 
tion: 

The greatest danger faced by any 
company interested in manufacturing 
and selling gas air-conditioning equip- 
ment is that it may be tempted to rush 
into production before being certain that 
its product is thoroughly proved. Todo 
so would be to run the risk of giving 
the manufacturer as well as the gas in- 
dustry a black eye. 


The Coleman Company also pointed out 
that, on the basis of experiences to date, 
it appears there is a definite need for more 
extensive and intensive installation and 
service training before mass marketing can 
be undertaken. 


tam manufacturers active in gas cli- 

mate control development include 
Servel, the A. O. Smith Corporation, Car- 
rier, Worthington, York, Airesearch, 
Wood Electric, Corbell Industries, Solar 
Aircraft, and others. 

In addition to the research work being 
conducted by individual manufacturers, a 
“big push” in this direction has been set up 
as a program of the American Gas Associa- 
tion’s domestic gas research committee and 
the air-conditioning task force of AGA, 
both under the chairmanship of Leon 
Ourusoff, AGA engineer and researcher. 
The latter group is in its third year of re- 


search on air-conditioning applications, 
using gas for an energy source. 

While only a year ago it could be re- 
ported that “gas has considerable need of 
large-scale research and manufacturing or- 
ganizations, corresponding to the major 
electrical appliance companies,” today 
there are a number of national research 
organizations working on projects for the 
development of gas air-conditioning ap- 
paratus. These include such well-known 
institutions as: 

Arthur D. Little, Cambridge, Massa- 
chusetts; Battelle Memorial Institute, Co- 
lumbus, Ohio; Stanford Research Insti- 
tute, Palo Alto, California; Southwest 
Research Institute, San Antonio; Southern 
Research Institute, Birmingham; Johns 
Hopkins University, Baltimore; and the 
Institute of Gas Technology. 

In addition to these domestic research 
projects, two foreign laboratories are 
tackling the problems. 

Most of the projects are being carried 
on under the aegis of one or the other of 
the AGA committees mentioned above. 


= gas industry generally has taken, 
and continues to take the attitude that 
if it were simply a matter of getting out 
some sort of gas air conditioner that would 
work in the home it would be no great 
trick. 

Compressors can be turned by any 
power, and engines powered by natural 
gas long have been a reality in large mod- 
els, some of which generate electricity for 
aluminum plants and utilities, pump water 
and run compressors that move natural 
gas in pipelines or collect it from fields. 


1“Air Conditioning Is Bigger than We Think,” 
by James H. Collins, Pustic Utivities FortNIGHT- 
Ly, October 13, 1955, Vol. 56, No. 8, p. 648. 
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The Impact of the Heat Pump 


“7 until the possibilities of the heat pump were recognized, the 
electric industry had been content to let gas keep its winter heat 
load. This is not now true, which accounts for the gas industry’s interest 
in the heat pump as well as in development of summer and year-round air 
conditioning, and the latter interest ts intensified even more because of the 
fact that extension of gas pipelines to the industrial centers has built up 
the winter load to the point that old oil fields are being rejuvenated in 
eastern states to store gas underground. While this ts costly, it is not so 
costly as building more pipelines to handle short winter peaks. Gas com- 
panies want the summer cooling business for balance as much as electricity 
is after the winter heating business.” 








The problem then, they point out, is in 
getting installations for the proper econ- 
omy, durability, and service-free charac- 
teristics, and an up-to-date summary of 
developments was scheduled for airing at 
the AGA convention at Atlantic City only 
last week. 

It was also felt until comparatively re- 
cently that the gas industry, particularly 
on the local utility level, had not been too 
enthusiastic in the efforts to aid in devel- 
opment of new applications for the use of 
its product. One reason which had been 
advanced for this was that two conflicting 
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policies were in existence in the industry. 
Under one policy, the gas company itself 
has sold appliances, under another, strong 
appliance dealer organizations were en- 
couraged. As a result, some companies 
were felt to be undecided as to policy, and 
tended to drag their feet on promotion 
and sales in either direction. 


N™ however, AGA efforts appear to 

have generated a greater interest on 
the part of individual utility companies in 
developmental as well as sales promotional 
work, and further steps in this direction 
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were taken at the AGA convention just 
referred to. 


—— high light of this conven- 
tion was the “Air-conditioning 
Luncheon” on October 17th, presided over 
by Mr. Ourusoff, and including an address 
on “Progress and Promise of the Air-con- 
ditioning Industry” by George F. Taube- 
neck, editor and publisher of Air Condi- 
tioning and Refrigeration News, as well 
as a discussion of industry achievements, 
under the general title of “Pattern for 
Progress,” with Karl B. Nagler, vice presi- 
dent of The Peoples Gas Light and Coke 
Company, Chicago, and Dean H. Mitchell, 
president of AGA and head of the North- 
ern Indiana Public Service Company, mak- 
ing set presentations, and a number of the 
manufacturing companies already named 
scheduled to participate. 

Although electric-powered room air- 
conditioner units seem to have a strong 
lead in that field, it would seem that, with 
the development of gas-powered compres- 
sors, the gas-heating industry, with its ad- 
mitted rail position in home heating, would 
be able to follow through, with its already 
existing sales and distribution organiza- 
tion, to play a big part in year-round in- 
stallations. 

Already, of course, it shares a part of 
that market, although small, and in most 
instances gas use is also combined with 
electrical devices. 

Gas-operated refrigeration equipment 
already has proven itself feasible and sal- 
able. There are few in the refrigeration 
industry who do not recall when a gas 
“icebox”—Servel—was able to get and 
hold a sizable portion of the market for 
mechanical household refrigerators. I see 
no reason why properly researched, de- 


veloped, manufactured, and promoted gas 
air conditioners cannot play as large or 
even a larger part in the period of growth 
which we fully expect will eventually make 
the nonair-conditioned home, particularly 
in the southern two-thirds of our country, 
as much of a rarity as the home without a 
mechanical refrigerator. 


| i to this point we have considered pri- 

marily air conditioning by what may 
now be described as “conventional” meth- 
ods. While this presents a fairly compli- 
cated problem in the distribution of the 
potential market among the energy-pro- 
ducing industries, the problem is complete- 
ly scrambled and rescrambled when we get 
into the realm of the heat pump, develop- 
ment of which is a goal of researchers and 
developers in both the competing indus- 
tries. 

Although the situation is probably well 
known to most readers of Pusiic UTILI- 
TIES FORTNIGHTLY, a short run down on 
it will serve to clarify some of the subse- 
quent facts and conclusions. 

The electrical industry, having reached 
the point where summer demand (in many 
places) exceeds the winter peak, and look- 
ing toward that future when more and 
more homes, buildings, and factories will 
be air conditioned, has been doing con- 
siderable work on the heat pump to bring 
back balance to its yearly business. The 
heat pump simply freezes the heat out of 
air to cool the house in summer and, 
thrown into reverse, extracts heat from 
air, water, or earth in winter, pumping it 
through the home heating system. 

The efforts of the electrical people in 
this direction are being eyed warily by the 
gas people meanwhile, since any develop- 
ment of an electrically operated heat pump 
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would be a threat to the gas industry’s 
present great winter load for home heat- 
ing. 

(Incidentally, the AGA reported only a 
few weeks ago that gas has become the 
No. 1 fuel for the first time in the central 
heating of homes. With 10,200,000 dwell- 
ings, gas has surpassed oil [10,100,000 
homes], and taken a long lead over coal 
[7,500,000 homes], the association re- 
ports, adding that the spread of natural 
gas pipelines has nearly doubled the num- 
ber of homes heated by this energy source 
since 1951.) 


U’ until the possibilities of the heat 

pump were recognized, the electric 
industry had been content to let gas keep 
its winter heat load. 

This is not now true, which accounts 
for the gas industry’s interest in the heat 
pump as well as in development of sum- 
mer and year-round air conditioning, and 
the latter interest is intensified even more 
because of the fact that extension of gas 
pipelines to the industrial centers has built 
up the winter load to the point that old oil 
fields are being rejuvenated in eastern 
states to store gas underground. While 
this is costly, it is not so costly as building 
more pipelines to handle short winter 
peaks. 

Gas companies want the summer cooling 
business for balance as much as electricity 
is after the winter heating business. 

But the gas industry does not want to 
be regarded as “singing the blues,” as far 
as competition is concerned. It merely 
wants to take steps to get into a lucrative 


field, and while it is extremely interested 
in developing equipment which will even 
the seasonal peak-load situation, spokes- 
men point out that gas, unlike electricity, 
can be stored to meet peak requirements, 
and, an even more telling promotional ar- 
gument, it is able to afford healthy econ- 
omies in cases of multiple use—heat, cook- 
ing, clothes drier, water heater, and air 
conditioning, when developed. 

It is all a part of the constant “cold war” 
between competing forms of energy, and 
it is not as serious as it may sound, for 
the outcome of this phase, as of other 
phases which stimulate research and de- 
velopmental work by industry, will result 
in better equipment and lower costs for the 
American public. 


A’ as far as the battle of wits and in- 

ventive talent between energy sources 
is concerned, I believe the comment of 
Thomas A. Edison more than half a cen- 
tury ago on the question of whether the 
then embryonic internal combustion en- 
gine would find work to do in view of the 
developments in electrical power, is just as 
applicable now as it was then. 

Mr. Edison said, “No one kind of mo- 
tive power is going to do all the work of 
this country.” 

It is similarly quite certain that no one 
kind of energy is going to operate all the 
air-conditioning applications our nation 
will see over the next several decades. 
There will be a place for all sources of 
energy—the existing ones as well as those 
which may be developed in the future that 
we do not even know about today. 
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Impact of Cost Allocation on 
Gas Pricing 


This writer has reviewed foreign as well as American industrial 

literature and regulatory precedent to determine the scope of con- 

sideration which might be desirable with respect to cost allocation 

in pricing gas service. He finds some surprising gaps and de- 

ficiencies, but also makes practical suggestions for a new evaluation 

and reformation of gas pricing practices from the standpoint of 
sound economics. 


By HENRY HERZ* 


HE question of proper allocation of 
service costs has been prominent in 
public utility rate cases since the 
beginning of regulation. In its first annual 
report, in 1887, the Interstate Commerce 
Commission expressed its hope that proper 
cost analysis techniques would be found 
which would make every passenger and 


every freight shipment bear its fair share 
of the costs of service. Corresponding 


*President, Research Services, Inc. Hoboken, 
New Jersey. For additional personal note, see 
“Pages with the Editors.” 


hopes were frequently expressed by newly 
organized state regulatory commissions. 
Up to the beginnings of regulation, 
public utility managers, particularly in the 
then new electric service field, showed a 
good deal of interest in cost analysis and 
allocation techniques as a tool for proper 
pricing of the service. In the literature of 
this early period may be found many cases 
of exaggerated claims as to the usefulness 
or desirability of pricing the service in 
terms of allocated cost. Such claims un- 
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doubtedly influenced accounting and en- 
gineering staffs of the original regulatory 
commissions in the direction of faith in 
the ability of cost finding and allocating 
techniques to solve all the pricing prob- 
lems of the utilities under their juris- 
diction. 


A unfortunate but understandable re- 

sult of this early preoccupation of 
regulatory experts with pricing by cost 
analysis was to drive underground much 
study and effort along cost allocation lines 
by staff personnel of the regulated utili- 
ties. It is well known that some large 
companies maintained current cost analy- 
ses for years; but few outside persons ever 
saw them. Since the long series of articles 
on cost allocation for electric utilities 
which appeared in Electrical World from 
1922 to 1928, the literature of the regu- 
lated industries in the United States con- 
tains few contributions to the subject, 
although the American contribution to the 
early literature is substantial. 

In recent years, however, the problem 
of cost allocation as a tool for pricing of 
utility service has become an increasingly 
serious one for the natural gas industry, 
and particularly for those portions of the 
industry subject to the jurisdiction of the 
Federal Power Commission. 

The practice of the commission’s staff 
is to depend entirely upon costs of service, 
determined and allocated according to 
rigidly conventionalized procedures, in 
fixing not only the total cost of service for 
jurisdictional business, but also the prices 
or rates at which the regulated resale 
service can be sold. This program has 
largely been adopted, or inferentially ap- 
proved, by the commission, although not 
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without question by individual commis- 
sioners from time to time. 


thee FPC approach (if for conven- 

ience we may so label the doctrine 
that only conventionally determined and 
allocated costs shall be taken into account 
in rate making) has aroused widespread 
discussion and considerable opposition 
within the regulated industries. However, 
much of the resistance to the FPC ap- 
proach has been ineffectual because too 
many of the opposing concepts or alterna- 
tive procedures proffered to the commis- 
sion and its staff reflect the short-run 
advantage of the particular applicant and 
not a search for underlying economic 
principles and operating and commercial 
necessities which could serve as a basis 
for a sounder regulatory policy. 

This article represents an analysis and 
critique of FPC policy in terms of stand- 
ards and principles which, though once 
well known and widely understood, seem 
to have been pushed aside and forgotten. 
It is offered in the hope that it may sug- 
gest, to the commission, its staff, and 
others, alternate approaches to fair and 
reasonable pricing of natural gas service. 
While the reference here is to gas service, 
the basic ideas are applicable to the pricing 
of all monopolized utility services under 
regulation by public authority. 


Uses of Cost Analysis 


-” the regulation of natural gas com- 
panies, the cost analysis problem 
normally arises in two clearly different 
connections. In the first place, it is neces- 
sary to determine what portion of total 
annual costs incurred by an integrated 
gas operation should be apportioned to the 
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“jurisdictional business”—that portion of 
the total enterprise activity which is sub- 
ject to regulation by the commission. 
Secondly, how should the total cost of 
service, whether for all business, or for 
the jurisdictional business alone, be ap- 
portioned among the several service classi- 
fications which make common use of the 
utility’s plant and facilities? Analyses 
directed toward these two problems have 
different objectives; and we shall see that 
thev require different techniques. 


| hs convenience, we shall call the first 

type of cost analysis jurisdictional, 
since it aims to provide an allocation of to- 
tal enterprise cost to the regulated portion 
of the business only. The allocations com- 
monly used by FPC to separate cost of the 
regulated interstate resale business from 
the unregulated direct sales provide ex- 
cellent examples of jurisdictional cost 
analyses. Similar analyses are required to 
separate intrastate and interstate tele- 
communication service costs; and other 
examples may readily be found in the 
electric utility field. 

The second type of cost analysis, which 
aims to provide some guidance in the 
division of total costs of jurisdictional 
business (or of all business, if there is no 


q 


“IN recent years .. 


e 


jurisdictional allocation problem) among: 
the several classes of customers, or to 
assist in designing particular rates, may. 
be called for convenience class cost 
analysis. 


ee amount of the contro- 
versy over FPC cost allocation policy. 
arises because the commission, its staff, or 
both, seem to confuse these two quite dis- 
tinct purposes of cost analysis, and tend 
to make the jurisdictional cost analysis 
serve the purpose of fixing rate patterns. 
The jurisdictional cost allocation is un- 
avoidable. It is required because the 1938 
act does not confer upon FPC authority 
to regulate direct sales, and hence there 
must be a division of property and costs 
between the two categories of regulated 
and unregulated business. On the other 
hand, the act does not specifically require 
FPC to fix class rates without taking into 
account the many factors, other than 
allocated total service costs, which should 
guide the design of class rates. 

This is not to say that there are no 
common problems of cost analysis as be- 
tween jurisdictional and class cost analy- 
ses. Certainly the two sets of analyses, if 
used, must be consistent with one another. 
However, the starting point of clarity in 


. the problem of cost allocation as a tool 
for pricing of utility service has become an increasingly serious 
one for the natural gas industry, and particularly for those por- 


tions of the industry subject to the jurisdiction of the Federal 
Power Commission. The practice of the commission’s staff ts 
to depend entirely upon costs of service, determined and allo- 
cated according to rigidly conventionalized procedures, in fixing 
not only the total cost of service for jurisdictional business, 
but also the prices or rates at which the regulated resale service 


can be sold.” 
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this whole matter is to recognize that there 
are two different objectives sought and 
that cost allocation or analysis has a 
different significance for each. 


Problems in Jurisdictional Cost Allocation 


S long as regulation aims at limiting 
the revenues of a public utility to total 
costs to serve, and some utilities also 
handle unregulated business, it is inevita- 
bly necessary that a jurisdictional alloca- 
tion of costs be made in order to determine 
a total revenue requirement. And so long 
as a utility serves an expanding market 
which can readily support revenues suffi- 
cient to meet such costs, the regulatory 
approach by way of cost will be used. 


There are two fundamental problems of 
procedure in cost allocation affecting both 
the jurisdictional and class types. First, 
the regulatory agency must review costs 
over a definite period, usually the test year. 
Secondly, since much of the cost does not 
vary with the commodity output, some 
method must be found for fairly appor- 
tioning these fixed, nonvariable, or (as 
they are usually called) demand costs. 
Relatively little controversy arises over 
the other elements of the jurisdictional 
cost allocation procedure. It should be 
noted that these two problems are inde- 
pendent of the character of the rate base; 
they are as important whether book costs 
or appraisal values are used to measure 
the capital employed. 

The test year is usually the last twelve 
months for which information is available 
as to investment and expenses. Its use can 
be justified by two basic considerations. 
First, the period is or is asserted to be 
long enough to avoid serious short-run, 
nonrecurring fluctuations in revenue and 
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expense. That is, the average annual rate 
of flow of revenues and expenses is 
deemed to be represented with reasonable 
accuracy by the figures for the test year. 
Secondly, because of weekly and annual 
cyclical variation of consumers’ demands 
for service, the whole year is the shortest 
period not affected by such variation. 


7” jurisdictional allocation, the test year 

choice may involve controversy because 
it may not be equally representative as to 
quantity or character of both regulated 
and unregulated business. Jurisdictional 
customers’ interests are served if expenses 
and other costs are apportioned in the 
maximum possible degree to the unregu- 
lated portion of the business. Stock- 
holders’ interests are otherwise. If the 
result depends in any important degree 
upon the selection of a test year, con- 
troversy ensues. 

The commission’s staff has ordinarily 
insisted on a past test year, so that 
“actual” costs can be determined. It has 
generally rejected, apparently with com- 
mission approval, use of estimates of 
future results during years when the rates 
in question may be expected to be 
effective. 

This insistence on the superiority of a 
conventionalized report on experience, 
over the expert employment of the facts 
of such experience to provide some guide 
to probable future results, is obviously in 
accord with the demands of “administra- 
tive convenience.” However, this policy 
completely misjudges the significance of 
facts for action, which always has a future 
reference, and misapplies them by a stub- 
born insistence on the half-truth that 
“there is no better guide to the future than 
the past.” Also, it is inherently biased in 
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Allocating Capacity Costs 


CC HE problem of allocating capacity costs arises not only in public 

utility regulation, but everywhere we have joint products or serv- 
ices from a common production facility which is designed to accommodate 
cyclically recurring peak loads. It occurs in thousands of cost accounting 
problems in private industry and in governments. It arises in case of most 
cost-plus contracts for part of the total output of a factory or other pro- 


ductive facility. 


(Indeed, public utility regulation is itself cost-plus 


pricing.)” 








favor of jurisdictional customers during 
times of rising cost levels. 


Or the side of this policy of using a past 

test year is the avoidance of any 
tendency on the part of applicants to 
burden the record with anticipated in- 
creases in costs, or decreases in sales, with 
little basis in fact. But surely the commis- 
sion and its now widely experienced staff 
could profitably employ some of the effort 
currently spent in wrangling over the 
minutiae of results of past test years in 
assembling and testing the methods and 
materials for better forecasting of prob- 


able future, and normal, years’ results. To 
do so would center all remaining -contro- 
versy on the only matter that really 
counts; namely, the most probable result 
in the future from application of the rate 
structure in question. 

With respect to the second major prob- 
lem of jurisdictional cost allocation—the 
question of how to apportion fixed or 
capacity-related costs—it may at once be 
said that this matter must of necessity be 
conventionalized. As set forth in greater 
detail below, there is no basis justifiable 
in terms of economies or technology for 
allocating all of the identifiable costs of 


OCTOBER 25, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


jointly produced products or services to 
the separate products or elements of out- 
put. All allocations to separate services of 
the total costs of any period are in some 
degree arbitrary, depending upon the pre- 
dilection or whim of the analyst, or, more 
likely, upon his interests. 


iw typical allocation procedure is 
first to separate out elements of cost 
which can be identified as related in some 
simple way to the output of service (¢.g., 
quantity of gas delivered by a pipeline 
company) and to call the remainder 
“fixed” cost. There is usually little con- 
troversy over this step. Next, if the re- 
maining “fixed” cost contains any ele- 
ments specifically related to either juris- 
dictional or nonjurisdictional service, but 
not both, such elements may be assigned 
to the service responsible for its being in- 
curred. Some controversy may arise in 
this connection in cases where the pro- 
portion of nonjurisdictional business is 
large. However, such matters can usually 
be disposed of by reference to technolog- 
ical or managerial considerations requir- 
ing such costs to be incurred. 

But when we come to the allocation of 
the remaining fixed costs, we enter the 
main area of conflict. There have been 
about as many methods suggested for 
performing the allocation of this portion 
of costs as there have been analysts who 
have dealt with the problem. The commis- 
sion has been under the inescapable com- 
pulsion to adopt some method, because, as 
we have seen, the jurisdictional allocation 
of cost must be made. It is consequently 
to be expected that its choice of methods 
has been widely criticized, and frequently 
by persons whose interests or lack of com- 
prehension of the technical nature of the 
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problems makes their criticism of no 
merit. 

Nevertheless, the commission’s adopted 
procedure has not been without its critics 
among both members and staff. 


yw is surprising to an outsider to 
this controversy is that none of the 
contenders seem to be aware that there 
are basic and long-known principles which 
any procedure for allocation of “fixed” 
costs, demand costs, or (as the writer 
prefers) capacity costs should satisfy. 
There is a considerable literature on the 
subject, and it is world-wide. The problem 
of allocating capacity costs arises not only 
in public utility regulation, but everywhere 
we have joint products or services from 
a common production facility which is 
designed to accommodate cyclically re- 
curring peak loads. It occurs in thousands 
of cost accounting problems in private in- 
dustry and in governments. It arises in 
case of most cost-plus contracts for part 
of the total output of a factory or other 
productive facility. (Indeed, public utility 
regulation is itself cost-plus pricing. ) 
The commission’s current capacity cost 
allocation procedure is generally referred 
to as the Atlantic Seaboard method, after 
the case in which it was first promulgated 
and defended in detail." The commission 
summarized its view of the total problem 
as follows: 

The controversy generally engendered 
in rate proceedings as to the proper 
method for allocation of costs stems 
largely from the fact that the relative 
importance of the demand (capacity) 
and commodity (volume) functions 
cannot be measured with scientific ac- 


1Re Atlantic Seaboard Corp. et al. Opinion No. 
225 (1952) 94 PUR NS 2335. 
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curacy. In-the final analysis the alloca- 
tions of cost to these respective functions 
are and must be largely dictated by 
informed judgment. Throughout our 
administration of the Natural Gas Act 
we have continually strived to develop— 
and improve—methods of allocation 
which would most properly apply to the 
natural gas industry activities subject 
to our jurisdiction in the matter of 
en 


, hm commission then referred to the 
Mississippi River Fuel Corporation 
Case and the opinion of the circuit court 
of appeals for the District of Columbia® 
in which the cause was remanded on the 
basis of error in cost allocation. The com- 
mission pointed out that these experiences 
and the facts in evidence in the current 
proceeding required further departure 
from methods of allocation previously 
applied. The commission here refers to 
equity to “the various classes of cus- 
tomers,” but, significantly, does not refer 
to equity toward investors in connection 
with the cost allocation problem. 
2 Loc. cit., p. 2447. 


8 Mississippi River Fuel Corp. v. Federal Power 
—— et al. (1947) 163 F2d 433, 69 PUR NS 


q 


& 


The commission further pointed out 
that the three witnesses testifying in the 
Atlantic Seaboard proceeding divided 
costs as between demand and commodity 
factors or elements. Demand costs are 
characterized as those associated with 
capacity of the facilities, and commodity 
costs with the volume or quantity of the 
gas delivered: 


A natural gas transmission facility 
performs both a capacity and a volu- 
metric function. In this sense it is a 
joint facility, which thus presents the 
problem, always difficult, of allocating 
joint costs. This problem is not unlike 
that which was presented to the Su- 
preme Court in the Colorado Interstate 
Case* as to which it was stated: “Allo- 
cation of costs is not a matter for the 


slide rule. It involves judgment on a 
myriad of facts. It has no claim to an 


” 


exact science. ... 

In this present case, applicants, gen- 
erally speaking, allocated fixed costs or 
expenses, except return on investment 
and related income taxes, to the capac- 
ity, or demand, function. . . . The staff, 
on the other hand, apportioned all fixed 


# (1945) 324 US 581, 589; 58 PUR NS 65. 


“_.. the commission’s demand cost allocation method, while a 
considerable improvement over the unmitigated peak-respon- 
sibility approach formerly used, leads to results which may in 


particular cases be freakish, uneconomic, and prejudicial to 
the interests of investors and of classes other than the regulated 
sales for resale. It is not the only possible method. One may 
readily agree with the commission that at bottom the prob- 
lem of assignment of capacity costs in jurisdictional cost allo- 
cations is one of judgment. That should not, however, mean 
that the commission and its staff should disregard an extensive 
literature on the subject spanning three generations.” 
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costs or expenses equally between de- 
mand and volume, but, like applicants’ 
witness, assigned variable expenses to 
commodity. ... 

We are unable, however, to accept 
the premise that merely because certain 
costs do not vary with use they auto- 
matically become in toto demand or 
capacity costs... .° 


HE commission goes on to point out 

that a pipeline would not normally be 
built to supply service on peak days only. 
Hence, both capacity and annual use are 
important considerations in the develop- 
ment of the project. In the issuance of 
certificates of public convenience and 
necessity, both capacity and volume are 
what are known as cost factors or “inci- 
dences” in respect to the capital outlay for 
the pipeline project. It follows that rea- 
sonably accurate results can be achieved 
only by allocating the fixed expenses flow- 
ing from the capital outlay to both oper- 
ating functions; that is, capacity and 
volume : 


The determination of how much of 
the fixed costs is assignable to each 
function, demand or volume, involves 
judgment. It can only be done by judg- 
ment inasmuch as the facts upon which 
the determination must be made are not 
susceptible to mathematical computa- 
tion. We know that both functions are 
very significant. This is not a case 
where one form of joint use greatly 
predominates. It is our opinion that 
these significant cost factors should be 
weighted equally, that is to say, 50 per 
cent should be assigned to demand and 
50 per cent to commodity. In this man- 


5 Loc. cit., at pp. 245 and 246 of 94 PUR NS. 
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ner all gas transported by the pipeline 
will share in all of the various kinds of 
expenses incurred to transport the 


es 


fj pevws method of allocating capacity or 

“demand” costs established by this 
opinion has been followed in subsequent 
pipeline cases. 

In applying the method, one-half of 
capacity costs are immediately distributed 
in accordance with volumes of gas de- 
livered. The remainder is apportioned in 
accordance with the demands of the 
separate services at the time of the system 
peak. Thus, one-half of demand costs are 
treated exactly as are the commodity- 
related or “volumetric” costs, while the 
remainder are apportioned according to 
“peak responsibility.” 

How may the reasonableness of this, or 
any other capacity cost apportionment 
method, be judged? As in any other matter 
involving application of judgment, the 
test will be found in how well it works in 
practice. Here are seven standards drawn 
from the literature of the subject. All have 
been mentioned before, and all reflect 
common-sense considerations rather than 
abstruse reasoning from complicated 
premises. 

Let us begin by agreeing with the com- 
mission that a first principle to be followed 
is to assign some share of the capacity 
costs to all services, regardless of whether 
they are off-peak or interruptible. No one 
is entitled to a “free ride” on the line, since 
there must be a line before there can be a 
ride. What fare should be paid for the ride 
is an open question, but some fare must 
nevertheless be paid. 


8 Loc. cit., p. 247. 
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Invasion of Management by Regulation 


— regulatory policy departs from the function of limitation in 

the direction of prescription of managerial action, private enter- 
prise is stultified and the whole system of regulation loses its chief justifica- 
tion. When management and regulation do not each operate as a mutual 
check or balance on the other, the logic of the policy of regulated free 
private enterprise disappears, and we may as well have public ownership 
and operation and avoid the expense and delay of rate cases. It is not 
too late in the field of natural gas regulation for both the commission and 


the managements of the regulated companies to rediscover and revitalize 

their separate and different functions. To discard the unwise use of cost 

allocation as a sole basis for prescription of class rates would be a good 
start.” 





, i ‘His first principle is equivalent to all of the costs assignable to that part. 
saying that one who pre-empts any That is, a 100 per cent load-factor cus- 
part of the service capacity for any time tomer should be charged exactly for that 





must pay something toward the capacity- 
related costs which can only be recovered 
from use of the line. It leads immediately 
to a second principle—he who uses a unit 
of capacity for a longer time than another 
should pay more for his use of capacity. 
In more technical terms, the allocation of 
demand cost per demand unit should in- 
crease with load factor, other things being 
equal. 

Thirdly, any customer who uses any 
part of the capacity exclusively should pay 


part of the capacity which he wholly pre- 
empts, since he requires no more, and will 
use no less. It is surprising how few of the 
many methods proposed over the years 
satisfy this simple and common-sense re- 
quirement. The case of the 100 per cent 
load-factor customer is too rare to be of 
immediate practical significance. Never- 
theless, any method which will not satisfy 
this third requirement will not deal fairly 
with the numerous and important high- 
load-factor customer classes. 
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poesia the capacity responsibility as- 

signment should change slowly and 
predictably with gradual changes in the 
pattern of sales distribution among the 
several services. The method should not 
yield erratic results for minor changes in 
the characteristics of use of any or of all 
customers. This consideration has been 
frequently advanced as a reason for dis- 
carding simple peak-responsibility methods 
—they yield erratically changing answers 
according to the peak period selected, and 
with changing timing of peak loads as 
different classes of service develop under 
changing conditions of use. 

Fifth, in order to make the analysis of 
greatest use, the capacity cost allocated to 
one class of service should not depend 
upon the way in which the remainder of 
capacity cost is allocated to other classes. 
Thus, the allocation of cost to jurisdic- 
tional direct sales should be the same 
whether there are one, two, or more other 
classes of service and whether these are 
dealt with separately or jointly in carrying 
out the allocation. If the method does not 
satisfy this standard, failure to allow for 
use characteristics of all other classes in 
detail may subject the utility to future 
failure to divide all of its costs among 
joint jurisdictions, leaving some cost to 
fall “between the seats.” 


ere, more capacity cost should be 
assigned to a unit of capacity pre- 
empted during a peak period than during 
an off-peak period. Or, to say the same 
thing in another way, the capacity cost 
assigned to a unit of demand in any period 
should increase from a minimum during 
periods of minimum load to a maximum 
during the peak period. 
Finally, capacity costs assigned to a unit 
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of interruptible or otherwise restricted 
service should be lower, the greater the 
degree of restriction. This standard merely 
states the common-sense requirement that, 
other things being equal, a unit of firm 
load should pay more toward capacity cost 
than a unit of load not entitled to pre 
empt the system capacity on a parity with 
the firm load. 

How well does the commission’s Atlan- 
tic Seaboard method accord with these 
principles? Let us take them one by one 
and see. 

Since the commission’s method was 
designed to prevent giving direct inter- 
ruptible service a “free ride” on the 
pipelines, it definitely satisfies the first 
principle. But it by no means is the only 
method that does so. In fact, every method 
seriously proposed, except the peak-respon- 
sibility method, satisfies this condition. 
Even the peak-responsibility method is 
unsatisfactory in this respect only when 
there is at least one class (e.g., interrupti- 
ble) which uses no service during the peak 
period. 


te: Atlantic Seaboard method will 
satisfy the second standard, since the 
assignment of half the capacity cost on a 
volumetric basis will tend to produce 
higher charges per unit of demand for 
high-load-factor customers than for low- 
load-factor ones. But again, it is not the 
only satisfactory method in this respect. 
All of the methods seriously proposed, 
except the peak-responsibility method, 
will meet this requirement. All of the 
variations on the so-called “partial plant” 
and “used-unused capacity” approaches 
will do so. 
The third standard—that a 100 per cent 
load-factor class should be charged with 
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costs of exactly its capacity requirement— 
is not satisfied by the Atlantic Seaboard 
method, nor, indeed, by many of the 
alternative methods. A rigorous proof of 
this conclusion is readily constructed, but 
is beyond the scope of this article. The 
reader may test its truth, however, by 
recourse to a simplified hypothetical model 
of load conditions. The Atlantic Seaboard 
method tends to overcharge high-load- 
factor business, whether on-peak or off- 
peak, and correspondingly to undercharge 
low-load-factor business. This is a serious 
defect in the natural gas field. It tends 
toward underpricing of the strategic but 
poor load factor space-heating sales, 
stimulating their expansion while corre- 
spondingly restraining the development of 
higher-load-factor commercial and in- 
dustrial sales. The consequent economic 
maladjustment of the business can be 


mitigated only by increased storage; but 
this does not assist in obtaining a fuller 
utilization of distribution facilities, as 
distinguished from transmission lines. 


HE fourth standard cannot be met 
by the commission’s allocation pro- 
cedure, since it is really only a mitigated 
peak-responsibility approach. The results 


q 


td 
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depend substantially upon the selection of 
a peak period—and in the natural gas 
transmission business there may be many 
days of peak or near-peak use of the facili- 
ties. Many pipelines reach an absolute 
peak in fall or spring, when the regulated 
resale business is not at a maximum, but 
interruptible service is being fully main- 
tained by utilizing compressor capacity 
normally held in reserve during really cold 
weather. Some of the most serious con- 
troversies between pipeline companies and 
the commission’s staff have arisen over the 
selection of the three-day peak period cus- 
tomarily used in establishing the peak 
responsibility of the various classes of 
service. 


. ie fifth standard is satisfied by the 
Atlantic Seaboard method. Since class 
peak responsibility and consumption can 
both be directly added to give the total 
peak and total consumption, application of 
the method to any part of the total sales 
does not require knowledge of how the 
remainder of costs would be apportioned 
to the remainder of the sales. 

Likewise, the commission’s method, in 
principle, if not always in application, 
satisfies the sixth standard since the use 


. nothing in either law or economics REQUIRES the com- 
mission to utilize its JURISDICTIONAL ALLOCATION as a sole 
basis for designing class rates, or for deciding the levels of 


demand and commodity charges in two-part resale rates. That 
the commission has nevertheless elected to constrain pricing 
policies of the pipelines (and other regulated companies under 
its jurisdiction) by so utilizing the results of jurisdictional cost 
allocation has given rise to more concern and controversy than 
any other phase of its regulatory efforts since the regulated 
companies have been forced to accept the conventionalized 


book-cost rate-making formula.” 
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of peak responsibility as a basis for ap- 
portioning half the demand costs will 
ordinarily produce lower demand cost 
assignments to off-peak or interruptible 
sales. However, it is possible that in some 
cases use of an off-season actual peak 
delivery may lead to overcharging inter- 
ruptible load and undercharging the peak- 
producing space-heating load, as noted 
above. 


oe, the commission’s Atlantic Sea- 

board procedure cannot distinguish 
clearly between degrees of limitation of 
availability, and hence cannot be said to 
satisfy the seventh standard. 

In summary, the commission’s demand 
cost allocation method, while a consider- 
able improvement over the unmitigated 
peak-responsibility approach formerly 
used, leads to results which may in par- 
ticular cases be freakish, uneconomic, and 
prejudicial to the interests of investors 
and of classes other than the regulated 
sales for resale. It is not the only possible 
method. One may readily agree with the 
commission that at bottom the problem of 
assignment of capacity costs in jurisdic- 
tional cost allocations is one of judgment. 
That should not, however, mean that the 
commission and its staff should disregard 
an extensive literature on the subject span- 
ning three generations. Adoption of the 
common-sense standards set forth above 
would serve to limit and discipline judg- 
ment in this matter to the best service of 
all of the interests affected by commission 


regulation. 


Problems in Cost Allocation for 
Class Pricing Purposes 


AX we have seen, the use of a cost basis 
of regulation requires the commission 
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to allocate total cost between regulated 
sales for resale and unregulated classes of 
business. However, nothing in either law 
or economics requires the commission to 
utilize its jurisdictional allocation as a sole 
basis for designing class rates, or for de- 
ciding the levels of demand and com- 
modity charges in two-part resale rates. 
That the commission has nevertheless 
elected to constrain pricing policies of the 
pipelines (and other regulated companies 
under its jurisdiction) by so utilizing the 
results of jurisdictional cost allocation has 
given rise to more concern and contro- 
versy than any other phase of its regula- 
tory efforts since the regulated companies 
have been forced to accept the conven- 
tionalized book-cost rate-making formula. 

The commission’s recent and usual 
practice in pipeline rate cases has been to 
apply the Atlantic Seaboard formula, 
which arbitrarily assigns half of capacity 
costs to commodity sales, and conse- 
quently cuts in half the portion of costs 
recognized as nonvariable with sales, to 
determine the demand and commodity 
charges of the actual rate schedules under 
which gas is sold for resale in interstate 
commerce. This practice has had two 
highly undesirable results. 


ame, it has tended to make the com- 

modity price per Mcf of sales too 
high, and the fixed demand charges corre- 
spondingly too low. This high commodity 
price limits the ability of the distributing 
utility customers of the pipeline to make 
low off-peak and interruptible rates which 
would attract enough of these classes of 
sales to maintain a satisfactory load factor 
on their distributing systems. Increased 
use of underground storage near load 
centers does not, however, help to achieve 
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Why Space-heating Gas Is Underpriced 


CC HE Atlantic Seaboard method tends to overcharge high-load-factor 

business, whether on-peak or off-peak, and correspondingly to un- 
dercharge low-load-factor business. This is a serious defect in the natural 
gas field. It tends toward underpricing of the strategic but poor load- 
factor space-heating sales, stimulating their expansion while correspond- 
ingly restraining the development of higher-load-factor commercial and 
industrial sales. The consequent economic maladjustment of the business 
can be mitigated only by increased storage; but this does not assist in 


obtaining a fuller utilization of distribution facilities, as distinguished from 
transmission lines.” 





economic utilization of distribution ca- 
pacity. In consequence, underpricing of 
gas for space heating leads to large in- 
creases in demands, to increased invest- 
ment in distribution capacity, and to 
inevitably rising prices for the favored 
space-heating business. But there is a limit 
to the rise in prices—the increasing pres- 
sure from competitive substitutes. Thus, 
the expansion of gas space-heating sales 
under the push of underpricing at the city 
gate threatens to leave many distributing 
companies with expanded plant which 
cannot be operated at economically satis- 
factory capacity factors. 

The second, and perhaps most unde- 
sirable result of the commission’s pre- 





dilection for using its jurisdictional cost 
allocation as a basis for prescribing rate 
forms and levels, is to discard managerial 
judgment as a factor in rate structure 
design. The usual practice in state juris- 
dictions is to leave management a broad 
latitude to set levels and forms of pricing 
within limits imposed by the commissions’ 
determinations of allowable total revenues 
and the requirements of good public re- 
lations. This is true even when the par- 
ticular commissions may have, as has 
FPC, statutory power to prescribe and fix 
class rates. In spite of this historically and 
economically justifiable pattern of latitude 
for class pricing in state utility regulation, 
the commission has insisted on rigidly con- 
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trolled price fixing according to its cost- 
of-service and cost allocation formulas. 


ow attitude underlying this policy is 

clearly shown in Commissioner Con- 
nole’s recent language in his separate 
concurrence in the order adopting and 
authorizing the rates agreed upon by all 
parties in settling a recent major pipeline 
rate case: 

From the terms of the stipulation 
read into the record of this proceeding 
on June 28, 1956, and from an examina- 
tion of the evidence submitted to date, 
it is clear that the level of the demand 
and commodity components of the ap- 
proved rates do not represent an effort 
to recover costs properly assignable to 
the demand component and cornmodity 
component respectively. 

Although total revenues received 
under this rate schedule here approved 
will be sufficient to meet all operating 
expenses, depreciation, and taxes and 
to provide a return on net plant, there 
has been no showing that the costs 
assignable to the commodity component 
will be fully met in any of the zones. 
This becomes of critical importance 
where interruptible sales are proposed 
at rates no higher than this component 
and are justified by the company to the 
commission on the theory that fully 
allocated costs for the proposed service 
would be met. ... 

And let the record show further, and 
show it unmistakably, that this com- 
mission cannot, and does not hereby, 
condone the almost unavoidable dis- 
criminations inherent in sales made 
below cost. Whether or not the per- 
petuation of interruptible sales at rates 
below cost is inevitably destructive of 
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the financial stability of the company, 
as it appears clearly to me to be, remains 
to be seen. I approve this settlement, 
not because I do not believe such to be 
the case or because I think the risk has 
been minimized. I approve it only be- 
cause the total dollars do not appear to 
yield more than a reasonable return and 
because at this tardy date, with the 
policy long set, no other course of action 
remains open to us. . . .? (Emphasis 
supplied. ) 


This attitude can be summarized in a 
single sentence: No factor other than 
allocated total cost should be allowed to 
affect the design of class rates. That makes 
the design of class rates wholly dependent 
upon the method of cost allocation 
adopted, which, in the commission’s own 
language, is a matter of judgment. Thus, 
by a process of prescribing first, a rigid 
approach to jurisdictional cost allocation, 
and second, requiring that the results of 
this allocation procedure be the sole test of 
reasonableness of the resale rates, those 
commissioners and staff members who 
hold this extreme view would completely 
eliminate managerial judgment as a factor 
in making resale rates except for perhaps 
some minor peripheral areas. 


H™ well does this regulatory position 
accord with the consensus of the 
literature of the subject, and particularly 
the earlier preregulation works in which 
the desire to understand and describe ac- 
curately was at least as important as the 
desire to justify a predetermined regula- 
tory end result? An adequate survey of 
the literature would fill a large book. The 

7In the Matter of Northern Natural Gas Com- 


pany et al. Docket Nos. G-2505 et al. (Issued July 
26, 1956.) 
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writer has reviewed all of the English 
language materials on the subject, as well 
as a good deal of the German and French 
literature. 

The conclusions of economists, engi- 
neers, and administrators would be in sub- 
stantial accord with this excellent state- 
ment from the early literature: 


(a) No class of business should be 
done at a loss: As a proof that there is 
not a loss, rates should be so adjusted 
that each class of service will positively 
show a profit, although that profit may 
be small. 

(b) No class of business should be 
required to carry an exorbitant profit. 
The conditions surrounding our busi- 
ness may usually be relied upon to keep 
customers from paying a rate which 
contains an exorbitant profit. In other 
words, when a class of customers 
readily pays a certain price for service, 
it may be assumed that the profit earned 
by the company in the performance of 
that service is not exorbitant. 

(c) Between limits of no profit and 
exorbitant profit, the value of the serv- 
ice to the customer must guide the com- 
pany in determining the profit to be 
earned by each class of service. 

The propriety of an entire schedule 
of rates, or a particular schedule of 
rates, may be tested by determining 
whether it will yield a fair return; but 
this test will not serve to fix for a par- 
ticular rate its exact position between 
the stated limits. This exact fixing of a 
particular rate is a matter of judgment, 
and equally so whether the judgment 


be exercised by the utility, or by a com- 
mission or other public authority.* 


Pp” in another way, there is a reasonable 
range for the exercise of managerial 
judgment between a lower limit for par- 
ticular classes, established by costs added 
by added business, and an upper limit for 
all business, established by the total allow- 
able revenue. To allow management the 
maximum latitude for fixing the terms 
and conditions under which service can 
be sold will best serve all interests within 
the framework of our accepted social 
policy of free private enterprise within 
limits prescribed by regulatory authority 
When regulatory policy departs from the 
function of limitation in the direction of 
prescription of managerial action, private 
enterprise is stultified and the whole sys- 
tem of regulation loses its chief justifica- 
tion. 

When management and regulation do 
not each operate as a mutual check or 
balance on the other, the logic of the policy 
of regulated free private enterprise dis- 
appears, and we may as well have public 
ownership and operation and avoid the 
expense and delay of rate cases. 

It is not too late in the field of natural 
gas regulation for both the commission 
and the managements of the regulated 
companies to rediscover and revitalize 
their separate and different functions. To 
discard the unwise use of cost allocation 
as a sole basis for prescription of class 
rates would be a good start. 


8 “Reasonable Profit,” by James V. Oxtoby, Asso 
ciation of Edison Illuminating Companies (1911) 
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A Cost Alternative for 
Gas Producers? 


HATEVER may be the complexion of 

the new Congress—and that depends 
entirely on the November elections—it is 
generally expected that another effort will 
be made to secure an amendment to the 
Natural Gas Act which will clarify if not 
exempt independent gas producers. Any 
unanimity of opinion as to what form 
such a bill will take or what will happen 
to it, if anything, stops right at that point. 
But there is increasing evidence that the 
brickbat throwing phase of disagreement 
between producers and distributors, as 
well as the pipelines, has definitely ended. 
None of the three segments of the in- 
dustry expects that Congress could pos- 
sibly do anything to make everybody feel 
happy. Producers, for example, do not 
expect that they will be able to get another 
Harris-Fulbright Bill, or anything like it, 
as far as total exemption from FPC con- 
trol is concerned. The distributors, on the 
other hand, having made their point pretty 
decisively with the producers about the 
importance of the consumer protection, 
are looking more sympathetically at the 
regulatory problems which are peculiar to 
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Washington and 


the Utilities 


FPC control of gas production. They 
realize that the continuation and encour- 
agement of an adequate and dependable 
gas supply for interstate sale is a basic 
condition for the operation of any part of 
the gas business. 

The pipelines, primarily interested in 
transporting, are willing to go along with 
any solution that will keep the other par- 
ties at both ends of their lines relatively 
content, if not actually happy. The em- 
phasis, therefore, on any consideration of 
new gas legislation is likely to be on regu- 
latory method rather than the existence 
of regulation at all. 


i bw FPC—all-important fourth party 
in all such discussion—has had its 
own share of problems and most of them 
seem to revolve around the basic question 
of cost pricing. It is possible that the U. S. 
Supreme Court in reviewing the Pan- 
handle Eastern decision (11 PUR3d 113) 
of the U. S. circuit court of appeals for 
the District of Columbia, may ease the 
burden of the FPC’s job by allowing it 
more discretion in the use of regulatory 
methods. The lower federal court certainly 
did not ease the FPC’s burden in this 
respect, but, on the contrary, virtually 
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required complete evidence and considera- 
tion of production cost (if not the actual 
use of) cost methods in fixing producer 
rates. 

It is possible, therefore, that the highest 
court could either throw the ball back to 
Congress by refusing to review the rigid 
position taken by the lower federal court 
in the Panhandle Case, or it could throw 
the ball back to the FPC by reversing or 
modifying the lower federal court. In that 
event, the urgency of congressional legis- 
lation might be lessened. 

Meanwhile, gas industry people are 
wondering not only where their strongest 
pitch might be (to the Congress or the 
FPC) but also on what basis. So far, the 
FPC has been nibbling around the edges 
of producer rate cases, encouraging the 
collection and introduction of cost data, 
but not actually demanding such as a 
conditio sine qua non, as it has in earlier 
electric rate cases and natural gas-dis- 
tributing cases. 


> 


W hat Price Gas Commodity 
Value? 


O™@ of the economic, as distinguished 
from legalistic, factors which has not 
so far received the attention it might de- 
serve, is the fallacy of assuming that 
regulation of gas production involves the 
same kind of property rights (from a con- 
stitutional standpoint) as the transporta- 
tion or distribution of gas, or as the gen- 
eration or sale of electricity or other utility 
services. Gas production involves not only 
the operation of equipment used in bring- 
ing forth the gas from the ground for sale 
in public service, it also involves the 
equitable ownership of the gas itself. This 
means the value of gas, as gas, in the 
ground or out of it. Are the two together 
—(1) cost of production and (2) value of 
the gas itself—entitled to independent 


recognition in fixing the compensation to 
which the producer is entitled? 

Such a double factor of price fixing is 
not needed for electricity, where the com- 
modity involved is created entirely out of 
the generating equipment and converted 
materials (such as coal) which presum- 
ably are given full recognition as part of 
operating expense. Nor is the analogy of 
gas production any closer to the operations 
of either the pipelines or the gas distribu- 
tors—neither of which, in their pure 
states, own or produce a single Btu of gas 
for which they are entitled separate com- 
pensation, over and above the expense of 
transportation and distribution, with rea- 
sonable return thereon. 

To apply the strict cost basis of rate 
making, which has heretofore been used 
for electric utilities and gas transportation 
and distribution, would be to give the pro- 
ducer only a return on the tools of produc- 
tion, but nothing for the gas produced. It 
would be like restricting a farmer’s prices 
to a return on his farm implements or his 
own time and that of his hired help, but 
allowing nothing for the value of his 
crops. It would be like giving a fisherman 
a return on the cost and upkeep of his nets 
and labor but nothing for his fish. 

Gas in the ground is recognized as a 
property right accruing to the owner of 
the ground. To say that the owner is en- 
titled to nothing for the value of that gas, 
above and beyond the cost of bringing it 
to the surface and delivering it in an ac- 
ceptable state to the market, is to refuse 
recognition of a positive property value 
which has heretofore been in a class en- 
titled to constitutional protection. 


jew crux of the problem arises, of 
course, when an effort is made to 
estimate what ts the value of this com- 
modity—this part and parcel of the prop- 
erty of which the owner would otherwise 
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be deprived without independent recogni- 
tion or just compensation. It is at this 
point that either the courts or Congress, 
or both, will find themselves adrift. 

The so-called field price theory, the area 
price theory, the price pressure influence 
on the relationship of big producers to 
little producers or to groups of small 
producers—all have their place for con- 
sideration in attempting to draft any 
formula. It may well be that a strait-jacket 
formula (as such) is the last thing which 
a sensible and practical solution of the 
situation needs. 

At this point it can only be said with 
assurance that the three branches of the 
industry, the FPC, and the independent 
consumer groups, as well as Congress, will 
have a tough job ahead. 


* 


Producers Are Not Free to 
Abandon Service 


Wat the industry and its regulators 
ponder questions of rate fixing and 
related problems of supply, the courts con- 
tinue to shore up the foundation of firm 
FPC regulatory control over the inde- 
pendent producers. The latest in this series 
comes from the third U. S. circuit court of 
appeals in the so-called Huber Case. Both 
producers and pipeline companies were 
watching the Huber Case closely to dis- 
cover whether the J. M. Huber Corpora- 
tion had found a way out of FPC juris- 
diction through the simple solution of 
providing beforehand its own exit, by way 
of contract with the interstate pipeline. 
The FPC decided this would not work and 
the court agreed. 

The Huber decision, which is likely to 
be appealed to the U. S. Supreme Court 
because of its importance not only to the 
parties but the rest of the gas industry, 


raises the question of just what: steps a 
gas producer could possibly take to avoid 
FPC control. Here was a gas producer 
operating under a contract years before 
there was any thought or serious consid- 
eration of federal regulation of natural 
gas operations of any kind. Yet the very 
fact that Huber anticipated that some day 
the federal government might come along 
and take over regulatory control of such 
transactions, and the very fact that it tried 
to provide its own exit on the day the 
federal government walked in that door, 
is now used by the U. S. circuit court of 
appeals as a basis for forcing the continua- 
tion of operations, subject to FPC control. 


HE theory of “constructive notice” 

(whereby the operators of a business, 
originally not subject to regulation, have 
imposed upon them notice by anticipation 
that, some day, a regulatory law would be 
passed) is not a new theory. Public utili- 
ties of all kinds, in many states, and over 
many years, have experienced this sudden 
shock of finding out that they were hence- 
forth to be held responsible for something 
which they were supposed to have known 
all along, as far back as the time they first 
started into a then unregulated business. 
But the carrying of this concept to the 
point of destroying any actual effort, by 
way of anticipation, to get out of the 
business (when, as, and if regulation 
should arrive on the scene) is, in the 
opinion of some, a new angle. 

This situation is made even more ironic 
when the very act of seeking such an 
escape is used to bolster the argument that 
the previously unregulated operator must 
have anticipated what was going to hap- 
pen, and is therefore all the more surely 
subject to it. The court’s opinion clearly 
took this view. 
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Financial News 
and Comment 


By OWEN ELY 


Trends in the Gas Utility 
Industry 
HE gas utility industry enjoyed an 
excellent year in 1955 from a pro- 
duction viewpoint, and 1956 thus far 
(thanks to more favorable weather) has 
produced substantial increases in net earn- 
ings. 

The position of the industry in the 
over-all economic picture has gained con- 
siderably in recent years, as indicated by 
the following figures for sources of energy 
in the United States: 


1946-50 
Average 1955 Prel. 


26% 
37 
33 

4 


100% 100% 
The gas utility industry’s construction 


program for 1955 amounted to $1.3 
billion, and over 28,000 miles of gas 
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mains were added (a new record) bring- 
ing the total to nearly 500,000 miles. Of 
this total about 145,000 represented trans- 
mission lines while 300,000 represented 
the distribution network. Expenditures 
for 1956 are estimated at $1.6 billion and 
during the four years 1956-59 are ex- 
pected to aggregate $7.3 billion. This 
would be at an average of $1.9 billion 
annually for 1957-59. It is estimated that 
the industry will obtain about 35 per cent 
of necessary construction funds from in- 
ternal sources, 48 per cent from debt 
issues, and the remaining 17 per cent from 
sale of preferred and common stocks. 


N order to offset seasonal trends, 178 

underground storage pools have been 
constructed in 18 states (six of them last 
year). The estimated ultimate capacity is 
2.1 trillion cubic feet, equivalent to over 
one-fifth of annual production. Present 
capacity is about four times the average 
for 1947-50. 

Sales last year were 67 billion therms, 
a gain of 9 per cent, while revenues from 
ultimate consumers increased 13 per cent, 
the difference reflecting substantially the 
rate increases made necessary by the ris- 
ing field cost of gas. However, recover- 
able reserves at the year end were esti- 
mated at 234 trillion cubic feet, an in- 
crease of 12 trillion cubic feet, which in- 
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dicated new discoveries approximating 
21 trillion cubic feet. This was the second 
largest increase in reserves since 1946 
when the present estimates were initiated. 
Louisiana’s reserves increased nearly 6 
trillion cubic feet to over 42 trillion, with 
the principal increases attributable to the 
Gulf coast area, including offshore loca- 
tions, 

While offshore drilling is expen- 
sive, the percentage of producing wells 
has been high, with most of them good 
producers. Texas reserves increased over 
3 trillion cubic feet and the two Gulf states 
now account for two-thirds of total U. S. 
reserves. The U. S. Bureau of Mines (act- 
ing for the Joint Congressional Commit- 
tee on Atomic Energy) has estimated 
ultimate U. S. recoverable reserves at 
1,000 trillion cubic feet. 


HE substantial increase in reserves 

was obtained despite the threat of 
rate regulation hanging over the inde- 
pendent gas producers, as well as a heavy 
increase in the cost of drilling. It is said 
that only about one well in 40 proves 
profitable, and that drilling costs per well 
in the Gulf coast area may average as 
much as $644,000 for wells exceeding 15,- 
000 feet in depth—which is fairly com- 
mon practice today. In 1953 the average 
well cost $50,000 (for all areas). 

In 1955, 3,613 gas wells were com- 
pleted, 9 per cent less than the previous 
year’s record, but 20 per cent above 1946- 
50 average. However, the number of oil 
well completions, many of which produce 
gas as a by-product, were 6 per cent 
larger. 

Losses and waste of natural gas 
continued to decline; last year about 9 per 
cent was lost compared with an average 
of 15 per cent in 1946-50. 

About 95 per cent of 1955 sales were 
straight natural gas. Sales to industrial 
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users represented 53 per cent of the total 
while residential customers took about one- 
third and commercial establishments about 
9 per cent. 

In the postwar period residential sales 
have almost tripled while industrial 
sales increased about 240 per cent. The 
residential load is said to be accounted for 
as follows: space heating 67 per cent, 
water heating 18 per cent, ranges 12 per 
cent, and others 3 per cent. 


| rien gas revenues from ultimate 
consumers aggregated $3.5 billion 
last year, a gain of 13 per cent. Industrial 
revenues increased 14 per cent, com- 
merical 12 per cent, and residential 13 
per cent. In the postwar period industrial 
revenues increased 235 per cent against an 
increase in physical sales of 140 per cent. 
On the other hand, residential revenues 
increased 185 per cent and sales 190 per 
cent. Thus, in the case of domestic cus- 
tomers, higher gas-heating saturations and 
promotional rate schedules have held down 
the increase in the average rate to a nom- 
inal amount. Average revenue per resi- 
dential customer last year was $76.37, 
which was slightly higher than the aver- 
age annual bill for electricity (about 
$73). 

The seasonal trend in the gas business 
is much more marked than for the elec- 
tric utilities. In 1955 revenues were as fol- 
lows by quarters: 


Revenues 
(Mills.) Percentage 


From the viewpoint of net earnings 
there is a still greater seasonal difference 
because of the fact that overhead costs 
are usually evenly allocated. 

The average number of customers 
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served last year was 28,500,000, an 
increase of nearly 1,000,000. About 23,- 
000,000 received natural gas, 4,000,000 
mixed gas, and 1,500,000 manufactured 
gas and LP gas distributed through 
mains. 

Since the number of housing starts 
will be lower this year than last year, it 
is estimated that the 1956 increase in resi- 
dential customers may be smaller than 
last year, possibly around 700,000. It is 
expected that family formations will be 
accelerated about 1960, which might re- 
sult in another housing boom and thus 
stimulate demands for residential gas 
service. 

Gas house-heating customers averaged 
14,700,000 in 1955, an increase of 1,300,- 
000 over the previous year. Fifty-six per 
cent of all residential customers now use 
gas for heating and it is estimated that 
by 1958 the ratio will increase to two- 
thirds. Following are the territorial per- 
centages of saturation: 


1958 
1950 1955 Forecast 
New England 
Middle Atlantic 
East North Central .... 
West North Central .. 
South Atlantic ........ 
East South Central .... 
West South Central .... 
Mountain 
Pacific 


56% 65% 


HE gas utilities are anxious for 

manufacturers to develop air-con- 
ditioning devices, particularly a counter- 
part of the heat pump which is becoming 
increasingly popular with the electric 
utilities in the South. This would help 
to balance their heavy winter heating 
load. Experiments have been under way 
for some years and the Coleman Company 
of Wichita, Kansas, is said to be making 
progress with a gas-powered summer air 
conditioner. Rheem Manufacturing has 


OCTOBER 25, 1956 


recently unveiled a central air-condition- 
ing and heating unit, operating with a 
single gas burner and employing “a jet 
principle” of cooling which has previously 
been used only in very large commercial 
or industrial applications. The new unit 
is contained in a cabinet 4x4x2 feet. 
Water is heated or cooled in coils and air 
passing over the pipes is circulated 
through conventional wall ducts. 


| gph use of gas is now divided 
about as follows: field use, 27 per cent; 
fuel for electric utility power plants, 19 
per cent; oil refining, 10 per cent; carbon 
black plants, 4 per cent; other industries, 
40 per cent. There is some question re- 
garding the future availability of gas, 
particularly on an interruptible basis, for 
boiler fuel. President Sporn of American 
Gas & Electric has forecast that by 1975 
the electric utilities will use 1.7 billion 
cubic feet of gas as fuel compared with 
1.152 billion cubic feet used last year. 
However, some authorities predict that 
the rise in natural gas reserves will begin 
to taper off after 1960, with a declining 
trend after 1967-70. (See chart page 
185, ForTNIGHTLY, August 2nd; also 
chart page 47, October issue of Scientific 
American. ) 

The last published earnings for the 
natural gas pipeline companies are con- 
tained in the FPC bulletin for July. In 
that month revenues increased 12 per cent 
over last year, and net income 15 per 
cent; cost of purchased gas was up 16 per 
cent. For the twelve months ended July 
revenues gained 17 per cent (with cost of 
purchased gas up 10 per cent) while net 
income gained 16 per cent. The cost of 
purchased gas approximated 15 cents per 
Mcf in July this year, only slightly higher 
than a year earlier. Net gas utility plant 
in July was about $4.7 billion, an increase 
of 8 per cent over July, 1955. 
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Major Pipeline Construction 
Program Still under Way 
_— completion of two major 

natural gas transmission lines, Pa- 
cific Northwest and American Louisiana, 
have added nearly 4,000 miles to the na- 
tion’s natural gas system. 

Other major pipeline plans are also 
under way. The 2,320-mile pipeline to be 
built by Trans-Canada Pipe Lines, Ltd., 
finally got started in June this year after 
. much financial and political maneuvering. 
The Senate at Ottawa passed the govern- 
ment bill to lend the company $80,000,- 
000 which it needed to begin building the 
pipeline on schedule. (Apart from this 
government loan the line will be con- 
trolled by U. S. capital.) The loan will 
probably be repaid to Canada by next 
April, at which time it will be used to help 
finance a $118,000,000 government- 
owned sector of the project in northern 
Ontario, which is such a sparsely settled 
area that it could not be privately 
financed. The loan was made after 
a bitter political fight in the Canadian 
Parliament. 

Construction of the 575-mile Alberta- 
Winnipeg section was expected to get 
under way in July and must be completed 
within the near future, it is said, to meet 
deadlines in connection with the entire 
project. 


ats however, Tennessee Gas 

Transmission’s plans to take gas 
from Trans-Canada at Winnipeg 
(through a short connecting line at Em- 
erson, on the Canadian border) have re- 
cently received an initial setback at the 
hands of an FPC examiner. Midwestern 
Gas Transmission, a Tennessee affiliate, 
had proposed to build a $103,000,000, 
2,000-mile pipeline from Emerson to 
Portland, Tennessee. Four-hundred and 
eight million cubic feet of gas a day would 
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be brought to customers in North Dakota, 
Minnesota, Wisconsin, Michigan, Illinois, 
and Indiana, half coming down from 
Canada and the other half coming up from 
Tennessee. 

There has naturally been considerable 
opposition to this proposal from companies 
already serving midwestern states. Utili- 
ties with competing plans or applications 
include Natural Gas Pipeline Company of 
America and Chicago District Pipeline, 
both subsidiaries of Peoples Gas of Chi- 
cago; American Louisiana Pipe Line (con- 
trolled by American Natural Gas) which 
recently constructed a new line from the 
Louisiana Gulf coast to Detroit; and 
Northern Natural Gas. 

FPC Examiner Hall did not reject the 
Midwestern proposal, but recommended 
further study by the commission of this 
and other plans to meet growing demands 
in the Middle West. He warned that the 
FPC could wait “only a reasonable time” 
to see whether the Trans-Canada venture 
would work out, for if this should fail the 
Midwestern proposal would necessarily 
fail along with it. The examiner also 
stated that the FPC may have to recon- 
sider its present policy of preventing U. S. 
customers from being wholly dependent 
on Canadian gas, since many Minnesota 
and Wisconsin customers would be en- 
tirely dependent on gas from Canada un- 
der the Midwestern plan. Northern Nat- 
ural Gas Company wants to extend its 
system in Minnesota to the Duluth-Supe- 
rior area, which would be in competition 
with the Midwestern system. 


| addition to the major pipeline projects 
discussed above, some smaller plans 
are under way. Strangely enough, the 
South, where much of our gas originates, 
has neglected to service adequately sev- 
eral of its own states, the Carolinas and 
Florida. Two companies, Coastal Trans- 
mission Company and Houston Texas Oil 
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& Gas Corporation, placed their proposals 
for a Florida pipeline before the FPC July 
9th. These plans are complementary, not 
competitive. Coastal proposes to build a 
transmission system from _ southeast 
Texas along the Gulf coast and across the 
Mississippi to Baton Rouge, where Hous- 
ton Texas will take over. Houston would 
build a pipeline across the Gulf to a point 
near Miami. It is said that Florida can 
use over 500,000,000 cubic feet a day, 
which would include boiler fuel for Flor- 
ida Power Corporation and Florida Power 
& Light. (The utilities now use imported 
oil for fuel.) Delhi-Taylor Oil Company 
is said to own all the stock of Coastal and 
13 per cent of stock of Houston Texas. 
In the Carolinas, three companies have 
been formed to try to obtain 40,000,000 
cubic feet of gas daily from Trans-Conti- 
nental Gas Pipe Line. They would spend 
$21,000,000 on new lines, while Trans- 
continental would spend $42,000,000 for 
this and other projects, according to ap- 
plications filed with the FPC in June. 
Florida already receives a little gas, and 
Maine and Vermont are the only remain- 
ing states not enjoying any natural gas. A 
former plan to run a pipeline from the 
Maine border to Portland has apparently 
languished and died. 
& 
Natural Gas Comes to the 
Northwest 
On August 16th, natural gas began flow- 
ing from the San Juan basin of New 
Mexico and Colorado to Portland, Ore- 
gon, over the 1,487-mile line of Pacific 
Northwest Pipeline. When the $400,000,- 
000 pipeline is linked with Canada, gas 
will also be brought down from the Peace 
river area in northern British Columbia 
and Alberta to supplement the U. S. sup- 
ply. Three hundred and forty-three 
million cubic feet of gas per day will 
be brought from United States fields 


and about a year from now 303,000,000 
cubic feet are expected to be received 
daily at the Canadian border from the 
West Coast Transmission Company, Ltd., 
of Canada. By this arrangement Pacific 
Northwest has about doubled its original 
capacity at an increase in cost of only 
about 20 per cent. 

Portland Gas & Coke Company, one of 
the most aggressive utilities in the Pacific 
Northwest, on August 19th invited a big 
roster of out-of-town utility officials and 
others to join it in celebrating “Natural 
Gas Pipeline Completion Day.” The com- 
pany serves about 800,000 people in Van- 
couver and Washington, with 2,500 miles 
of mains. It has a very successful record 
of producing and selling manufactured 
gas—it has been one of the few prosper- 
ous utilities in that field—and it will con- 
tinue to use its $12,000,000 oil-gas plant 
for peak shaving purposes (after conver- 
sion to 1,000 Btu gas) as well as for by- 
products. The latter last year accounted for 
one-third of the company’s revenues, being 
marketed to producers of aluminum, syn- 
thetic rubber, plastics, calcium carbide, 
and ferrosilicon. 


Sen company reports that industrial 
contracts are already signed or in 
prospect which will require delivery of two 
and one-half times as much gas as it sold 
all its customers last year. Industries which 
already have signed include a new glass 
factory, three large paper mills, an alumi- 
num smelting and fabricating operation, 
a cement plant, woolen mill, malting plant, 
and laundry and cleaning firms. Another 
important market for gas will doubtless 
be in the processing and canning of fruits, 
vegetables, and sea foods. It is suggested 
that the aluminum industry might like to 
have a stand-by arrangement to use gas 
during periods of drought. 

Even with manufactured gas the com- 
pany had 27,000 heating customers at 
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the beginning of 1956, almost a 35 per 
cent saturation. With natural gas it ex- 
pects to more than double domestic use 
in the next five years. It had been gen- 
erally assumed that natural gas might 
have a tough fight because of competition 
with ultra-cheap electric power, much of 
it from big federal hydro projects. Resi- 
dential consumption of electricity is about 
two and one-half times the national aver- 
age, and it is used for heating, cooking, 
and year-round air conditioning. Never- 
theless, in a 7-week sales drive Port- 
land Gas & Coke reported the sale of nearly 
1,000 new heating units. 

While the electric utilities seem recon- 
ciled to losing some residential business 
to gas, they expect to gain offsetting bene- 
fits through the new industries which will 
be attracted to the area by natural gas, as 
well as the general stimulus to business 
activity in the area. 


* 
Public Ownership for Gas? 


: amneeoee Gas CoRPORATION has en- 
countered a proxy fight over the issue 
as to whether some or all of the company’s 
properties should be sold to municipali- 


z 


ties. Two of the directors, Hugh Morrow, 
Jr., and Lewis J. Odess, have written a 
letter to stockholders proposing such sales. 
The management has refused to give these 
two directors a list of stockholders. 

The other six directors, headed by 
Board Chairman Joseph Green, have also 
sent a letter to stockholders pointing out 
that Messrs. Morrow and Odess are mu- 
nicipal bankers, whose firms have been ac- 
tive since 1946 in promoting municipal 
and other publicly owned gas systems in 
Alabama and elsewhere in the South. The 
letter states: 


The communication of Messrs. Odess 
and Morrow states that “Some of the 
municipalities who are presently being 
served by the operating systems of your 
company have indicated an interest in 
purchasing these systems... .” They 
fail to point out, however, that only 
two small municipalities of the forty- 
nine municipalities and communities 
served by the company’s system have 
indicated to the company any interest 
in purchasing its properties. The inter- 
est of those two was expressed to the 
company in letters from a municipal 
bond dealer and an engineer who pur- 
ported to represent these cities. . . . 
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What Others Think 


The FPC at Work 


. U. S. Supreme Court’s decision 
in the Phillips Petroleum Company 
Case was—for the Federal Power Com- 
mission, as well as for the newly regulated 
producer segment of the natural gas 
industry—“probably the greatest reversal 
since Serutan,” according to FPC Chair- 
man Kuykendall. 

None the less, the FPC chairman has 
been able to take an optimistic view of the 
succeeding period, down to the present, 
which has “tried men’s souls,” as they 
have struggled to cope with the court- 
added regulatory burdens, involving mani- 
fest problems of adjustment within and 
without the commission. 

In fact, Chairman Kuykendall devoted 
a major portion of a recent speech to 
members of the Independent Natural Gas 
Association of America to an explanation 
of his personal belief that taxpayer money 
invested in federal regulation of the nat- 
ural gas industry is paying dividends to 
the industry as well as to the consumer. 

The advantages of FPC regulation to 
the regulated industry, the FPC chairman 
felt, have generally been taken for granted, 
if recognized at all. They have too often 
been overlooked during “the rather turbu- 
lent twenty-seven months since the Phillips 
Petroleum Case was decided.” 

Out of FPC’s total appropriation for 
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the fiscal year ending June 30, 1956, the 
commission spent about $2,133,000 on 
natural gas regulation. The questions 
posed by Chairman Kuykendall were: 
What did the regulated companies receive 
for this money, and how wisely did the 
commission spend it? 


HE noted, at the outset, that FPC 
statistics show interstate natural gas 
pipeline companies have not been deterred 
by regulation, though under FPC juris- 
diction since 1938, but have prospered. In 
1938, according to American Gas Asso- 
ciation figures, total revenues of the nat- 


ural gas industry were only about 
$406,000,000 as compared with $3 billion 
in 1955. 

Interstate shipments of gas have climbed 
from 636,000,000 cubic feet in 1938 
to 4.63 trillion cubic feet in 1955. To 
point up the growth in the industry, the 
speaker contrasted the four certificates, 
covering 51 miles of pipeline and 3,560 
horsepower in compressor capacity, issued 
in the year ending on June 30, 1953, with 
the 164 certificates authorizing 4,357 miles 
of pipeline and 254,950 compressor horse- 
power estimated to cost $461,000,000, of 
the most recent fiscal year. 

The FPC chairman felt such figures 


show: 
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. . that the natural gas industry has 
had a sharply accelerated growth in the 
eighteen years since the enactment of 
the Natural Gas Act. It is now reported 
to be the sixth largest industry in the 
United States, and undoubtedly it is 
one of the nation’s most important. 
Furthermore, it is one that has great ap- 
peal to investors. There are, of course, 
many reasons for this investor appeal, 
but I believe that one of the important 
ones is the general confidence in the cer- 
tificate authorizations issued by the 
Federal Power Commission, and in the 
assurance that the rates of the inter- 
state pipeline companies are under the 
surveillance of the commission with an 
accompanying stability in rate of return. 


place in perspective current FPC 
operating costs and “housekeeping” 
arrangements, Chairman Kuykendall 
stated that in June of 1938, the month 
the Natural Gas Act was approved, the 
commission had a total of 461 employees. 
Employment hit an all-time peak, at 931, 
in 1948, dropping to 631 by June, 1953. 
At the time of the Phillips decision, in 
June, 1954, the commission had 661 em- 
ployees, a total that mounted to 720 by 
the end of fiscal 1955. Thus, the speaker 
stated, there has been no sharp upsurge 
in commission man power to correspond 
to the much increased work load. The 
number of natural gas certificate applica- 
tions has increased 667 per cent since 1953, 
compared with a rise of only 13 per cent 
in man power for this activity. Gas rate 
filing climbed 549 per cent above 1953 
compared with a 236 per cent increase in 
man years, and gas rate cases were 77 per 
cent above 1953 with only a 16 per cent 
increase in man years, Chairman Kuyken- 
dall continued. FPC’s total appropriation 
of $4,900,000 for the 1956 fiscal year 
compares with $4,085,700 for fiscal 1953, 
when it was at one of its recent lowest 


levels, and part of this increase was ab- 
sorbed by the federal employees’ pay raise 
approved by Congress in 1955. 


— commission expenditures 
for the current fiscal year, the speaker 
found that about $575,000 was spent on 
certificate work; $1,444,000 on gas rate 
matters; and $114,000 on other natural 
gas activities. Thus a total of approxi- 
mately $2,133,000 was expended on gas 
regulation. Independent producer certifi- 
cate and rate work accounted for $733,000 
of this, he stated. Kuykendall added: 


It is obvious that, in the field of nat- 
ural gas regulation, the budgetary and 
man-power increases have not remotely 
compared with the rise in work load. 
This is due, in part, to the fact that a 
substantial portion of the increase in 
work load consisted of routine applica- 
tions. However, we have resorted to 
numerous simplifications and short cuts 
in procedures, and have concentrated on 
improving our internal organization to 
help produce these very substantial man- 
power savings. We are aware that 
further staff additions are necessary, 
but we are certain that any rise in the 
number of personnel will in no way 
match the increase in work load and 
production. The figures I have cited 
show concretely, I believe, that the Fed- 
eral Power Commission has not been 
and is not engaged in “empire building,” 
but rather that it has concentrated on 
finding ways of getting its work done 
faster with no sacrifice in efficiency. 


Chairman Kuykendall pointed out that 
the commission has had difficulties in re- 
cruiting qualified personnel to carry out 
its added responsibilities on rate and cer- 
tificate matters. Facing an acute shortage 
of qualified engineers and accountants in 
recruiting new personnel, the commission 
has none the less rejected suggestions that 
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it hire such personnel more or less indis- 
criminately so that a large staff could 
rapidly be built up. This approach was 
deemed not to be in the public interest, the 
speaker said, and the FPC recruiting pro- 
gram has been, and is, to add a limited 
number of qualified people who by work- 
ing with experienced personnel will ac- 
quire the necessary “know-how.” New 
employees are carefully screened and 
interviewed, Chairman Kuykendall re- 
marked, both for the protection of the 
commission and the regulated companies 
with whom they may work, in view of the 
fact that the industry must have confi- 
dence in the qualifications, as well as the 
integrity, of commission staff members. 


HAIRMAN Kuykendall would make no 
predicition as to when FPC could 
overcome the backlog which it faces. That 
he said depends on many now unknown 
factors, including the commission’s suc- 
cess in obtaining qualified new personnel, 
the volume of work it will have to handle, 
and the law which will be applicable 
thereto. He did say, however, that for 
regulatory dollars spent in a certificate 
case, natural gas companies, their inves- 
tors, and the wholesale purchasers can be 
assured that FPC has carefully examined 
the proposals put before it before granting 
its approval. It must find the gas supplies 
available and the existence of a sufficient 
market for the gas; that the facilities have 
been shown to be physically adequate and 
the project economically feasible; and that 
the construction can be financed. It must 
be able to assure the consuming public 
that the contemplated services of the pipe- 
line companies will be rendered at rea- 
sonable charges. 
According to the FPC chairman: 

By being thus assured that an experi- 
enced federal agency, representing the 
public interest, has taken a thorough 
look at all aspects of the proposals, 
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everybody concerned, from the pro- 
ducer through to the ultimate consumer 
of the gas, can plan ahead with confi- 
dence in the soundness of the project. 


Similarly, in rate increase suspension 
cases, generally marked as long-drawn- 
out affairs which begin with FPC staff 
field studies of company books and opera- 
tions and are followed by long hearings, 
often slowed down by numerous inter- 
vening purchasers opposing any move to- 
ward higher rates, it is the commission’s 
job to determine that every dollar of the 
proposed increase is justified. At the same 
time, according to Chairman Kuykendall, 
the commission must allow the natural gas 
company that amount to which it is justly 
entitled. Taking into account the tremen- 
dous increase in work load experienced by 
the commission, it was the chairman’s 
belief that its regulatory dollars are doing 
more and more work, giving what he con- 
sidered to be “a very fair return on the 
nation’s investment in the Federal Power 
Commission.” 


“ [ ‘URNING at this point to “the particu- 
lar problems of the independent pro- 
ducers,” Chairman Kuykendall said: 


. . . From time to time, I hear the 
complaint that the commission has not 
told the producers just what they must 
do in order to substantiate a rate in- 
crease. Much of this criticism seems to 
presuppose that the commission pos- 
sesses the powers which Congress itself 
possesses. This is not true of course. 
We possess only the powers which Con- 
gress has delegated to us. The difficulty 
lies in determining what powers and 
what latitude we have in fixing inde- 
pendent producers’ rates by virtue of 
the Natural Gas Act. This is a legal 
problem, on which the courts, and not 
the Federal Power Commission, will 
have the last word. 
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“WELL, BOYS, THAT TAKES CARE OF BUTCH.” 


In other words, serious and difficult 
legal problems, not routine administra- 
tive decisions, face the commission. The 
natural gas industry has available to it 
legal talent of the highest order. I do 
not believe it would be unfair to the 
commission staff lawyers and to the 
members of the commission to say that 
the gas-producing industry has many 
lawyers retained whose legal ability is 
at least as great as that of the commis- 
sion and its staff. 

If these able lawyers on our staff and 
in industry continue to present their 
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legal contentions in an intelligent and 
capable manner, the commission will be 
greatly aided in arriving at decisions 
which may stand, after review by the 
courts. That is the way that these diffi- 
cult legal questions can be properly 
resolved. 

There is nothing to be gained by any 
lawyer advocating unsound legal con- 
tentions, which, if accepted by the com- 
mission, would surely be reversed by 
the courts. 


Chairman Kuykendall said it was grati- 
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fying to observe that most independent 
producers, after acquiring familiarity with 
the commission’s duties and purposes, 
have reversed their first and instinctive 
attitude against permitting disclosure of 
information, and are now actively co- 
operating with the commission’s staff in 
expediting the gathering of pertinent data. 
But he also made a plea for additional co- 
operation from some companies which 
FPC has felt are using delay-causing pro- 
cedures for protecting the privacy of their 


records. The speaker urged procedures 
permitting FPC staff members to obtain 
necessary records as speedily as possible, 
without jeopardizing proper company 
interests. 

Chairman Kuykendall concluded his 
remarks by expressing his confidence that 
natural gas industry problems will be 
settled, despite temporary delays or pos- 
sible mistakes, by the orderly, lawful, and 
constitutional processes of the various 
branches of our government. 





Natural Gas as Irrigation Pump Fuel 


“i (we is Utopia, as far as irrigation 
is concerned!’’ writes Homer Fine, 
managing editor of the Nebraska Farmer, 
August 4th issue, quoting a resident of 
Hildreth, in the south-central part of 
Nebraska, where the stampede to irriga- 
tion is reminiscent of an old-fashioned 
gold rush. He quotes the same farm imple- 
ment dealer as saying “we'll eventually 
have 15,000,000 acres under irrigation 
here in Nebraska, instead of the present 
1,600,000 acres.” 

The stampede to irrigation and the sud- 
den enthusiasm for irrigation in an area 
that had been an irrigation leader in the 
state for years stems from two factors, 
according to Fine. First, it has been dry in 
the southern part of Nebraska for the past 
several years. But one of the prime causes 
for the spurt of interest in irrigation has 
been the development of farmer-built nat- 
ural gas distribution lines to bring fuel to 
irrigation pumps and to the smaller towns, 
rural schools, and churches in the area. 

As described by the Nebraska Farmer 
writer, the pipeline development got under 
way in the Wilcox-Hildreth area of 
Nebraska when a committee of local 
citizens, backed by local chambers of 
commerce, met with officials of the 
Kansas-Nebraska Natural Gas Company 
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to explore the possibilities of bringing nat- 
ural gas from main distribution lines to 
irrigation wells. 

Since that time, he reports, the idea of 
farmer-built project lines has grown like 
Topsy. At present, 20 counties in Ne- 
braska and four in Kansas have irrigation 
line projects. The total number of natural 
gas meters on irrigation wells in the 20- 
county area of Nebraska is 1,594. That 
required a total of 370 miles of farmer- 
built distribution pipeline as well as 148 
miles of service lines. In the entire Kansas- 
Nebraska district, the total number of 
irrigation wells serviced by natural gas 
has reached almost 2,000. Nebraska coun- 
ties participating include Lincoln, Dawson, 
Buffalo, Hall, Hamilton, York, Valley, 
Sherman, Frontier, Gosper, Phelps, 
Kearney, Adams, Clay, Fillmore, Red 
Willow, Harlan, Franklin, Nuckolls, and 
Thayer. 

The projects are developed in the fol- 
lowing manner, according to Fine: 


A group of irrigation farmers, 
farmers who plan to drill wells, and 
often townspeople, decide they want to 
build a distribution line. First off, they 
must be economically close to a natural 
gas pipeline. Secondly, they appoint a 





WHAT OTHERS THINK 


committee to collect information on the 
number of wells, proposed wells, and 
dwellings to be serviced, and to work 
with the gas company in working out 
details of the project. 


OsTS must be apportioned among the 
farmers and towns, Fine continues, 
if towns are included in the project. For 
instance, the pilot project, including the 
town of Wilcox, cost the co-operators 
$12,000. The town put up $5,000 and irri- 
gation farmers the rest. The cost of con- 
struction of the rural distribution lines 
from the transmission line is paid by the 
farmers, who also provide free right of 
way. 

Kansas-Nebraska builds the rural lines 
for the farmers on an actual cost, non- 
profit basis. 

After construction, Fine states, title to 
the lines is vested in the company, which 
assumes full responsibility. For a period 
of five years, new customers connecting 
to these project lines are required to make 
an equitable contribution which is rebated 
on a pro rata basis to all those who have 
previously contributed. 

The reporter finds that many of the 
irrigation farmers have received in rebates 
a substantial amount of their initial con- 
tribution. One farmer contributed $1,500 
as his share of the project that brought 
natural gas to his irrigation well. It cost 
him another $100 to change over to use 
natural gas. But the conversion paid for 
itself within a year and a half. Pumping 
from his 204-foot well at 700 gallons per 
minute with a lift of 165 feet cost the 
farmer $1,100 in 1953. Last year, water- 
ing the same acreage but pumping more 
total hours cost $248 on natural gas. The 
farmer figures he was formerly paying 70 
cents an hour to pump irrigation water, as 
opposed to the present estimate of about 
15 cents an hour. 


Another farmer estimates the shift over 
to gas cut his pumping costs from 42 cents 
an hour to about 15 cents. 


AN to the recent irrigation development, 
Fine quotes S. D. Whiteman, presi- 
dent of Kansas-Nebraska Natural Gas, as 
saying : 


We can sell gas in the summer at a 
very favorable rate because the load on 
our pipeline system is at a minimum. 
These summer sales help pay for the 
maintenance and operation of the sys- 
tem and, in turn, help us keep our rates 
to winter users at low figures. 


But, far more important, we feel that 
anything that is good for the Great 
Plains is good for us, and certainly 
sound irrigation practices can contrib- 
ute immeasurably toward stabilizing 
our agricultural economy. When this 
region prospers, everyone in it prospers. 
It’s as simple as that. 


Gas-fueled irrigation is having its effect 
on towns as well as farms, Fine declares. 
Wilcox, mentioned above, was one of six 
Nebraska communities which have re- 
ceived gas service because of irrigation 
projects. These towns have co-operated 
with irrigation farmers in building their 
own distribution lines. A Wilcox banker 
points out that “irrigation stabilizes not 
only the income of the farmer, but of the 
entire community ... In a very dry year, 
a farmer will have ‘nothing’ or ‘some- 
thing,’ depending on whether or not he 
has an irrigation well.” Fine reports that 
a number of farmers who had prospects 
of deeper than average wells or less than 
average water production simply did not 
drill until gas lines were available. 

He cites a statement by a hardware 
store owner that one of his farmer cus- 
tomers with two irrigation wells on his 
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farm now spends six times as much in his 
store as he was able to before irrigation. 
Irrigation farmers were able to pay cash, 
while dry-land farmers were forced to 
resort to time payments. The town’s busi- 
nesses are generally looking up, the writer 
states, and for the first time in years, new 
homes are being built. A $24,000 three- 
room addition was built onto the town’s 
school, and more expansion is expected. 


‘van to A. J. Sigel, agricultural 
representative for Kansas-Nebraska 
Natural Gas, the project lines in Nebraska 
are from one to 36 miles in length, with an 
average length of eight to 12 miles. There 
was a 200 per cent increase in the use of 


gas for irrigation in 1955 over 1954 and 
interest is still growing. Some of the lines 
have been extended three times. Sigel 
figures the average acreage irrigated per 
pump at 100, with some doing a bigger or 
smaller job. At that estimate, there would 
be almost 160,000 acres of Nebraska soil 
being watered under these projects, the 
writer calculates. 

Drillers were working around the clock 
this past summer putting down new wells. 
Irrigation systems of all types were in- 
stalled, bringing more and more acres into 
production. “The beauty of it is, that this 
is all being done with individual initiative 
and co-operation,” the author remarks, in 
a concluding statement. 





The Investment Risk of Gas Production 


ek gtr sources of supply—efficient transmission facili- 


ties—a large and ready market; these are basic essentials 
in the gas transmission industry. 

“First in order is the availability of sufficient amounts of natural 
gas to meet constantly expanding demand, and to the men who 
engage in the expensive and risky business of finding new gas 
supplies we give great credit for their indispensable contribution 
to the success of the industry as a whole. These are the ‘wildcatters’ 
—drillers who sink drill bits in unexplored areas with the knowl- 
edge that eight out of nine such wells, on the national average, 
turn out to be dry. 

“The average cost of drilling a ‘wildcat’ is well over $100,000, 
and the average depth reached by the driller is over 4,000 feet. 
There is no such reality as a ‘sure thing’ for the ‘wildcatter.’ He 
knows it, but keeps on trying. His risk is the nation’s gain, because 
without the chances producers take we would not have the existing 
assurance of continuing supply. Every year more gas is discovered 
to satisfy increasing need, but it comes from those one out of nine 
wells—one producer out of nine tries on the average. 

“In Texas Eastern we deal with a number of producers who 
have known feast and famine; whose persistence finally paid off, 
and without whom the entire nation would be much poorer. May 
they and future pioneers like them continue to exemplify the for- 
ward look of our industry. As each looks forward to hitting pay 
sand on the next try, so can we look forward to many tomorrows 
of better living made possible by an abundance of natural gas.” 

—GeEorGE T. NaFF, 
President, Texas Eastern Transmission Corporation. 
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The March of 
Events 


FPC Affirms Examiner’s 
Decision 

T° conform with state public utilities 

commission requirements, the Ten- 
its presiding examiners ruling that 17 nat- 
ural gas sales by Continental Oil Com- 
pany, of Houston, Texas, are subject to 
FPC jurisdiction, and granting a certifi- 
cate to the company in each case. 

The decision was filed by Presiding 
Examiner Samuel Binder last July 13th, 
and exceptions to it were filed by Conti- 
nental. The decision denied petitions filed 


a 


——e 


by Continental in connection with each of 
the sales seeking declaratory orders to the 
effect that they are not subject to FPC 
regulation and that the company is not a 
“natural gas company” within the mean- 
ing of the Natural Gas Act. In the alter- 
native, Continental sought certificates au- 
thorizing the sales. 

The casinghead gas involved in the fil- 
ings is produced from gas leases in Okla- 
homa and New Mexico and is sold to War- 
ren Petroleum Corporation and Magnolia 
Petroleum Company. 


Connecticut 


Gas Pipelines Altered 


T° conform with state public utilities 
commission requirements, the Ten- 
nessee Gas Transmission Company re- 
cently reported to the commission that it 
had altered 16 pipelines. The company has 
dug up the high-pressure transmission 
lines at certain road crossings in the Stam- 
ford area and placed them at a greater 
depth for public safety. 


At the time the lines were laid, the pipe- 
line route was not affected by public 
safety requirements for populated areas. 
However, widespread real estate develop- 
ments in the area resulted in many road 
crossings built over the transmission lines. 
The commission called the company’s at- 
tention to the commission regulations 
about road crossings and the gas firm 
agreed to lower the pipelines to a greater 
depth at new crossing locations. 


Illinois 


Lower Electric Rates Ordered 
— Hpeipniag ILLINOIS PuBLIC SERVICE 

COMPANY was ordered by the state 
commerce commission to reduce its electric 


rates by $1,100,000 a year. 


The rate cut, effective as of September 
15th, will save residential customers 
$650,000 a year and commercial users 
$450,000. The reduction affects customers 
in more than 500 communities. 
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Court Upholds Municipal 
Utility Tax 
i aanasaecsomapennele of an Illinois law 
permitting municipalities to levy a 5 
per cent tax on gross receipts of public 
utilities was upheld by the state supreme 
court recently. Peoples Gas Light and 
Coke Company had challenged the law on 
the ground that a Chicago ordinance im- 
posing the levy did not apply uniformly 
to different types of utilities. 
Under terms of the 1955 state enabling 
legislation, which was part of a program 
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designed to provide financial relief to 
cities, Chicago last January Ist levied 
gross receipts taxes of 5 per cent on Peo- 
ples Gas, 2 per cent on Illinois Bell Tele- 
phone Company, and 1 per cent on Com- 
monwealth Edison, which the _ utilities 
passed on to their customers. 

Pending final outcome of the Peoples 
Gas litigation, the tax funds collected 
(5.6 per cent for Peoples Gas, 2.4 per 
cent for Illinois Bell, and .92 per cent for 
Commonwealth Edison) were kept in 
special funds by the three companies. 


Kentucky 


Suppliers Want Rate to New 
Users Uniform 
or gas suppliers recently sug- 

gested to the state public service 
commission that a uniform rate be 
charged customers who can receive serv- 
ice under a new Kentucky law. The com- 
mission took the suggestion and others 
under advisement, as well as a tentative 
set of rules and regulations, after meeting 
with officials of six gas companies. 
Under the law, companies obtaining gas 


from wells in the state must provide serv- 
ice to two types of customers if it is re- 
quested: (1) owners of property over 
which any producing wells or gas-gather- 
ing pipeline is located; (2) owners of real 
estate whose property and point of desired 
service is located within half an air mile 
of a company’s well or pipeline. 

The commission is directed to supervise 
construction of service lines and rates to 
be charged for service. Customers must 
bear the construction cost. 


Tennessee 


Power Plant Bond Offering 
Planned 


eo of the Memphis Light, Gas and 
Water Commission to sell about 
$155,000,000 of revenue bonds soon after 
November Ist, to finance its new munici- 
pal electric power plant, were disclosed 
recently by its president, Major Thomas 


H. Allen, following a discussion of the 
plant’s feasibility report with members of 
the Memphis city commission. 

Major Allen said the cost of the plant 
itself will approximate $121,000,000 and 
the additional money will be for modifica- 
tion and expansion of the light, gas, and 
water distribution system. 


Washington 


Power Dam Project Advocated 


. — utilities committee of the Seattle 
city council last month recommended 
that city apply to the Federal Power Com- 
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mission for a license to build a $100,000,- 
000 City Light dam site on the Pend 
Oreille river near the Canadian boundary. 

Engineering and geological studies 
have been under way since 1954. 
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Trends and Topics 


Plant Acquisition Adjustments and the Rate Base 


F eevee decision by the Pennsylvania commission again raises the ques- 
tion as to how an amount representing “acquisition adjustments” should 
be treated in fixing a rate base. Under accounting rules the amount paid for 
plant in excess of original cost to the company first devoting it to public use 
is placed in a plant acquisition adjustment account. Such amounts represent 
prudent investment resulting from arm’s-length bargaining. Questionable pay- 
ments, such as those based on “write-ups,” are placed in another account. 


Pennsylvania Decision 


The Pennsylvania commission, in a decision involving the Pennsylvania 
Power & Light Company (reviewed in Pusiic UTILITIES FORTNIGHTLY, 
October 11, 1956, at p. 639), considered evidence as to book cost, original cost, 
and reproduction cost. It made no findings of measures of value based on book 
cost, stating that all measures of value at price levels above original cost 
inherently include the increment above original cost and presently contained 
in Account 100.5 (Plant Acquisition Adjustments). In giving consideration 
to such measures of value (in addition to the original cost measure of value), 
the commission said, it was giving such consideration to the unamortized bal- 
ance in Account 100.5 as was consonant with the opinion of the superior 
court in the Harrisburg Steel Corporation Case (7 PUR3d 609). 

The court had before it a dispute over amortization of Account 100.5, and 
decided that there was no reason why the “intangible values” represented by 
the excess over original cost should not remain permanently on the books with- 
out being charged as an expense to ratepayers. The court also said that except 
to the extent that the “intangible values” contribute to the fair value of the 
whole, the ratepayers cannot be compelled to pay a return on the investment 
or restore the “excessive price paid.” 


Purchase Price as a Factor 


Original cost to the first owner may be different from prudent investment ; 
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and, except in the case of a recent acquisition, reproduction cost is likely to 
be quite different from both of those figures. Hence, the inclusion or exclusion 
of acquisition adjustments reflects a commission’s views on these various 
measures of value for rate-making purposes. Purchase price has been given 
very little weight in rate base determinations, but it has not been wholly disre- 
garded. 

The price paid for properties acquired from another company, according 
to the Rhode Island supreme court, is not necessarily the original cost for 
rate-making purposes. Although it is a relevant factor, it is not an exclusive 
or final test of value (2 PUR3d 306). Market value, as noted by a federal 
court in the Capital Transit Company Case (11 PUR3d 146), may under 
certain circumstances have a bearing on the determination of a rate base by 
the original cost standard. 

The fact that present stockholders acquired property at a price lower than 
its original cost, according to the New Jersey commission, should be given 
little weight in calculating a rate base when the acquisition price is not repre- 
sentative of the fair value of the property (91 PUR NS 33). A federal court 
held that the term “invested capital” as used in a statute empowering a city 
to fix utility rates meant the initial investment regardless of subsequent 


changes in ownership (76 PUR NS 10). 


Exclusion of Acquisition Adjustment 


The acquisition adjustment account, according to the Kentucky commission, 
should not be included in the rate base when the record fails to show that this 
item represents value (75 PUR NS 1). The West Virginia commission did 
not permit the inclusion of the unamortized portion of the difference between 
original cost of acquired property and the price paid for it where there was 
nothing to show that the property was worth the price paid for it, particularly 
where the company had made no deduction for depreciation or loss in value 
by reason of age and use (98 PUR NS 317). A company was not allowed by 
the Louisiana commission to include the excess of purchase price over original 
cost in its rate base where the amount had previously been written off to sur- 
plus and the amortization of that amount, if it had been started at the date 
of purchase, would long since have been completely written off the books 
(7 PUR3d 566). 

The California commission ruled that the unamortized balance of plant ac- 
quisition adjustments should be rejected as an element of the rate base where 
an original cost rate base was being used (6 PUR3d 161). The same principle 
was approved in Colorado (1 PUR3d 129); Florida (80 PUR NS 161; 92 
PUR NS 335; 99 PUR NS 129); Illinois (99 PUR NS 361; 7 PUR3d 
493) ; and Washington (100 PUR NS 309). 


Recognition of Acquisition Adjustment 


Acquisition cost may influence rate base determination either by reducing 
or increasing the figure. Arkansas decisions serve as an illustration. The Ar- 
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kansas commission, in a case where original cost exceeded acquisition cost, 
ruled that an amount in plant acquisition adjustment account representing the 
estimated original cost in excess of the cost to the company should be excluded 
from the rate base (94 PUR NS 97). The same commission, in the Arkansas 
Louisiana Gas Company Case, ruled that a utility may include in its rate base 
the amount remaining in Account 100.5 when it represents the difference be- 
tween the price paid for property and a lower original cost to the party first 
devoting it to public use (97 PUR NS 67). 

In a recent decision, the commission stated the principle that the unamor- 
tized portion of a gas company’s plant acquisition adjustment, representing 
the difference between the price paid in arm’s-length transactions and the 
original cost of property to the party first devoting it to public service, should 
be allowed in the rate base where customers have contributed nothing towards 
earnings in excess of an allowable rate of return from which the company 
could have recouped the balance and the acquisitions were of material and 
continuing benefit to customers (10 PUR3d 407). 

The Georgia commission has included the unamortized balance of plant 
acquisition adjustment in an investment rate base (91 PUR NS 97). When 
prudent investment was approved as the rate base, according to the Georgia 
commission, that investment included plant acquisition adjustment balances 
incurred at arm’s length in the acquisition of property (8 PUR3d 487). It 
might be agreed that the excess over original cost represented anticipated 
earnings and that later a rate increase might be sought to obtain additional 
earnings on the adjustment, but the company had made no attempt to do this. 
It had sought higher rates to cover higher operating costs. The commission, 
therefore, concluded that the investment was not imprudent. 

The Virginia supreme court of appeals, upholding a commission order, 
held that an amount representing plant acquisition adjustments, less reserve 
for amortization of such adjustments, being the amount paid for plant as the 
result of arm’s-length bargaining in excess of original cost of plant when first 
devoted to public use, was properly included in the rate base (8 PUR3d 120). 
The Virginia commission had adopted the view that, since the amount paid to 
acquire property represented a prudent investment for the benefit of customers 
and the utility, the utility should be allowed to earn a return upon it (9 PUR3d 


225). 





Review of Current Cases 


Court Upholds FPC Denial of Permission for Independent 
Gas Producer to Abandon Service 
M. Huser CorporaTION, a producer within the meaning of the Natural Gas 
* of natural gas, according to a deci- Act and its facilities, including a “T” 
sion of the federal circuit court for the shaped control system, used to deliver gas 
third circuit, is a natural gas company to Northern Natural Gas Company for 
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interstate sale, cannot be abandoned with- 
out the consent of the Federal Power Com- 
mission. 

The situation is described in a deci- 
sion by the federal district court in Fed- 
eral Power Commission v. J. M. Huber 
Corp. (1955) 10 PUR3d 1, where an in- 
junction to restrain abandonment of the 
sale of gas was granted pending a com- 
mission decision on abandonment. 

Following the Supreme Court decision 
in the Phillips Case (3 PUR3d 129), 
Huber filed an application for a certificate 
under § 7(a) of the Natural Gas Act cov- 
ering its sales to Northern. It also filed 
its contract with Northern as a rate sched- 
ule under § 4(c). The company, however, 
protested against the exercise of commis- 
sion regulation. 

Huber, prior to a hearing, filed a “with- 
drawal” of its application for the certifi- 
cate, stating that if it was not allowed, it 
wished to amend its application setting 
out that it was not willing to do the acts 
or perform the service proposed and was 
not willing to conform to the provisions 
of § 7(e) and the requirements, rules, and 
regulations of the commission thereunder. 
Huber stated that upon denial of its appli- 
cation it was willing to cease delivering 
gas to Northern. Following completion of 
the hearings, Huber filed a withdrawal of 
its notice of cancellation of the rate sched- 
ule. It stated that it was taking this ac- 
tion because it had erroneously assumed 
its sale to Northern was within the juris- 
diction of the commission. 


Operations Subject Producer to 
Regulation 


The Phillips decision, said the court, 
made it clear that Huber was a natural 
gas company directly within the jurisdic- 
tion of the commission by reason of its 
sale of natural gas to Northern, admitted- 
ly a sale in interstate commerce of natural 
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gas for resale. The company, according 
to the court, seemed to have acceded to 
the jurisdictional view by its attempt to 
cancel the contract and in so doing it had 
recognized the right of the commission 
to control the price of the gas. The can- 
cellation maneuver, said the court, was 
not justified and for its own purposes in 
no way detracted from Huber’s plain ac- 
ceptance of the authority of the commis- 
sion. 

The 1942 amendment to § 7(c) pro- 
hibited gas companies from engaging in 
transportation or sale of natural gas with- 
out a certificate. There was a “grandfa- 
ther clause” as to companies already en- 
gaged in that business. The commission 
declared its jurisdiction over independent 
producers after the Phillips decision in 
1954. 

The court declared that the jurisdiction 
over a natural gas company conferred by 
§ 4(b) of the act does not depend on 
whether that company fulfills its obliga- 
tion under § 7(c) to obtain a certificate. 
There was said to be nothing in § 7(c) or 
any other part of the act giving the slight- 
est credence to that “strange conception” 
of the commission’s authority. Huber 
was selling gas to Northern in 1942 and 
continued to do so through 1954 and down 
to and including the present time. 

The commission’s jurisdiction over in- 
dependent producers, said the court, was 
present in the act throughout the entire 
period, although it was not until the Su- 
preme Court decision in the Phillips Case 
that the commission attempted to exercise 
such jurisdiction. The jurisdictional sec- 
tions of the act did not rely upon the cer- 
tificate provisions, and the company’s un- 
willingness to accept a certificate “offers 
no real problem.” Huber’s “attempted 
defiance of the commission’s rightful exer- 
cise of its authority” was said to be of no 


importance. 
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Permission to Abandon 


An attack upon the power of the com- 
mission under § 7(b) to prevent Huber 
from abandoning the Northern agreement 
as contrary to the Fifth Amendment was 
unsuccessful. The company based this on 
the statement that it was unwilling to un- 
dertake the obligations of a regulated nat- 
ural gas company in connection with its 
production, gathering, and disposition of 
gas from the leases involved. The court 
said that in the light of the Phillips opin- 
ion the argument came too late. It was 
firmly settled that the company’s business 
included the sale of gas in interstate com- 
merce for resale and so was controlled by 
the commission. Congressional authority 
to regulate interstate commerce in natural 
gas, said the court, includes authority to 


e 


regulate abandonment of sales and of the 
facilities for sales. Commission control 
of sales cannot be nullified by an independ- 
ent producer’s abandonment of those sales 
at will. 

Huber had voluntarily entered into its 
contract with Northern and although the 
agreement was prior to the statute, con- 
trol legislation, including the abandon- 
ment clause, had been introduced the pre- 
vious year. A jurisdictional escape clause 
in the agreement strongly implied that the 
parties were alert to possible future ex- 
press regulation. The public had relied 
on the service through the years and was 
entitled to its fair continuance. To aban- 
don it, there must be commission approval. 
Huber (J. M.) Corp. v. Federal Power 
Commission, No. 11,799, August 31, 
1956. 


FPC Reaffirms Decision on Nonexempt Facilities of 
Independent Natural Gas Producer 


Weyaiercincanee Ort ComMpPaANy sought 
unsuccessfully to change the determi- 
nation by the Federal Power Commission 
regarding facilities of independent gas 
producers for which certificate authoriza- 
tion is required. The commission, in its 
earlier decision (14 PUR3d 225), had de- 
cided that § 7(c) of the Natural Gas Act, 
in referring to “facilities therefor” and 
“such facilities” for jurisdictional trans- 
portation or sale of natural gas, reason- 
ably applies to those facilities which serve 
the function of effecting the interstate 
sale or interstate transportation as the case 
may be. 

The company said that the commis- 
sion’s determination was vague, indefinite, 
and ambiguous; that it offered no certain 
principle or criterion by which it could 
be determined whether or not any given 
independent producer facilities must be 
certificated ; and that a definite principle 


is essential to the producing segment of 
the natural gas industry since everyday 
operations necessitate the operation and 
removal of facilities and procedures must 
be established by the affected parties to 
insure that their essential operations can 
be lawfully carried out. 

Needless to say, said the commission, it 
was desirous that its decisions be as clear 
and certain as the circumstances surround- 
ing the extension of regulatory authority 
into this new field involving independent 
producers will permit. The commission, 
however, thought that Continental over- 
stated the perplexities which arose from 
the order. This belief, said the commis- 
sion, was reinforced by the recent deci- 
sion of the court of appeals for the third 
circuit in J. M. Huber Corp. v. Federal 
Power Commission, filed August 31, 1956 
(reviewed in this issue at p. 723). The 
court upheld a commission finding that 
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Huber’s T valve system, its valves, and 
the pipe were facilities used to effect the 
sale of natural gas to Northern Natural 
Gas Company. 


Facilities Upstream from Point of Sale 


The commission rejected an argument 
that all of Continental’s facilities lying 
upstream from the point of sale to United 
Gas Pipe Line Company were used in the 
production or gathering of gas and were 
thus “production or gathering” facilities 
exempt from commission jurisdiction un- 
der § 1(b). The company’s argument that 
its sales were not sales in interstate com- 
merce, since the sales were made on the 
same leases where the gas was produced 
and were made before gathering (by 
United) had commenced, was also re- 
jected. 

The commission described the move- 
ment of natural gas and hydrocarbons 
from wells, to a heater, to a separator, and 
from there partly underground to an ad- 
justable choke, and thence to the pipeline 
of United. It was noted that from the 
point of delivery to United the gas was 
moved through United’s line a short dis- 
tance to its meter run and meter. It then 
was moved to a common point where it 
was commingled with gas from other 
wells, and from that point it moved to a 
gasoline and dehydration plant owned by 
United, from which it entered United’s 
main transmission line. 


Facilities Used to Effect Interstate Sale 


The fact that some part of the facilities 
described served the function of produc- 
ing or gathering natural gas could not be 
denied. More pertinent for present pur- 
poses, however, said the commission, were 
those facilities which served the function 
of effecting the sale. The commission 
found that these comprised a line extend- 
ing from the separator to the point of de- 


OCTOBER 25, 1956 


livery to United. This line was immedi- 
ately and directly concerned with carry- 
ing out or consummating the sale, as dis- 
tinguished from producing the gas or gath- 
ering it. That was its use and service and 
its distinctive function, and, accordingly, 
under § 7(c) it must be certificated. The 
other facilities, including the vent line, the 
heater, and the separator, need not be cer- 
tificated. 

The commission, therefore, reaffirmed 
its earlier decision that the facilities there- 
in referred to in the various dockets were 
subject to the certificate provisions of § 
7(c). These comprise the facilities down- 
stream from the separators to the points of 
interconnection with the lines of United, 
except for the vent lines, comparable 
to those described. Included also was a 
compressor involved in the sale of gas to 
United from wells in another field. Pres- 
sure from these wells was not sufficient to 
enable the flow of gas into United’s line, 
and the compressor, which was located 
downstream from the separator and only 
a few yards from the point of delivery 
to United, effectuated this purpose. Thus 
the compressor served the function of ef- 
fecting the sale of this gas to United. 

The commission, in its earlier order, 
had not mentioned adjustable chokes lo- 
cated downstream from the separators and 
in the vicinity of the points of delivery. 
They, however, appeared to serve as a 
final control on the volumes of gas de- 
livered to United, and in view of their 
function and relationship to the sale, ac- 
cording to the commission, they should 
also be certificated. 


Case-by-case Determination 


In view of the wide variation in prac- 
tices followed and facilities employed by 
independent producer natural gas com- 
panies, any all-inclusive definition of the 
facilities which “serve the function of ef- 
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fecting the sale” under § 7(c) would, in 
the opinion of the commission, be imprac- 
ticable and imprudent. The matter can 
only be determined on a case-by-case 
basis. 

It might be said, however, that the ques- 
tion of what are the facilities of an inde- 
pendent producer which require a certifi- 
cate as sales facilities is to be determined 
on a consideration of the function of such 


facilities and their relationship to the sale. 
A consideration is the “use and service” 
of the facilities. Their directness and im- 
mediacy, physical or otherwise, to the sale 
are also factors. Where facilities meet 
these requirements and serve also some 
other function, they are still perforce 
“sales facilities.” Re Continental Oil Co. 
Docket Nos. G-6349—G-6352, Opinion 
No. 293, September 20, 1956. 


Federal Court May Not Enjoin Municipal Regulation of 
Local Gas Sales 


HE United States court of appeals 
held that where a federal court lacks 
jurisdiction over the subject matter in 
litigation, it should not make a decision 
on the merits, even though it correctly 
dismisses the case for lack of jurisdiction. 
The lower court had so acted in actions 
by an interstate natural gas company to 
enjoin cities from preventing it from 
raising rates for local sales to consumers. 
Even though Congress could have oc- 
cupied the entire field of regulation of 
interstate transportation and sale of nat- 
ural gas, it was not required to do so. 
In enacting the Natural Gas Act, it clearly 
exempted local distribution of natural gas 
from the provisions of the act, leaving 


regulation to local supervision and con- 
trol. 

The appellate court held that even if 
the rates fixed by the municipalities under 
state law were confiscatory and deprived 
the company of its property without due 
process of law, the company had a plain, 
speedy, and effective remedy in the state 
courts. Therefore, the federal court had 
no jurisdiction and should not have 
passed on the merits. The case was re- 
manded with directions to vacate and set 
aside the findings, conclusions, and judg- 
ments and to enter judgments dismissing 
the actions for lack of jurisdiction. Kan- 
sas-Nebraska Nat. Gas Co., Inc. v. City of 
St. Edward, 234 F2d 436. 


Depreciation Expense Increased by Amount Reflecting 
Liberalized Tax Depreciation 


i Wisconsin commission, in har- 
mony with a previous order (12 
PUR3d 254), authorized Milwaukee Gas 
Light Company to include in its accounts, 
in addition to depreciation at the straight- 
line depreciation rates certified to the 
company by the commission, an amount 
of depreciation equal to the effect on fed- 
eral income taxes of using the liberalized 


depreciation provisions of § 167 of the 
Internal Revenue Code of 1954 instead 
of the depreciation indicated by the certi- 
fied rates. 

The commission reaffirmed its view 
that the company would have the cash 
benefit from the tax reduction but this 
cash could not be paid out in dividends 
but would have to be retained in the busi- 
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ness and thus be available for construction 
or other proper corporate purposes. Rates 
payable by customers would initially be 
unaffected by the procedure, although, in 
the long run, they would receive the bene- 
fits flowing from a lower rate base. The 
customers would, in effect, pay more 
rapidly for the depreciation of the plant 
but would receive pro tanto credit through 
reduction in the rate base. 

The company also requested that the 
commission accept for rate-making pur- 


e 


poses the depreciation expense allowance 
comprised of the sum of the depreciation 
at the certified rates plus the additional 
amount referred to above. The commis- 
sion said that this was answered by § 
196.09, Statutes, which provides, in ef- 
fect, that when the commission has de- 
termined the depreciation expense for a 
utility, such determination shall be used 
in a proceeding involving rates. Re Mil- 
waukee Gas Light Co. 2-U-4266, August 
30, 1956. 


Holding Company Exemption Denied because Detrimental 
To Public Minority Interest 


pi Bows Securities and Exchange Com- 
mission denied an application by 
Cities Service Company for an exemp- 
tion for itself and its subsidiaries from 
the provisions of the Holding Company 


Act. In doing so it considered the con- 
tinued existence of 48.5 per cent publicly 
held common stock interest in Arkansas 
Fuel Oil Corporation, a subsidiary of 
Cities Service. 

The holding company is engaged in oil, 
natural gas, and other nonutility busi- 
nesses, and has one foreign public utility 
subsidiary. The Fuel Oil system is en- 
gaged in the production, purchase, trans- 
portation, and sale of crude oil; produc- 
tion, processing, and wholesale sale of 
natural gas, and liquid carbons extracted 
from natural gas; purchase and sale of 
refined petroleum products and automo- 
bile accessories. The crude oil is sold to 
and refined by a Cities Service subsidiary. 
It is then sold to subsidiaries of Fuel Oil 
for sales through their retail gasoline 
stations. 


Minority Public Interest 


Since neither Cities Service nor its 
subsidiaries is in the public utility busi- 


OCTOBER 25, 1956 


ness in the United States, it meets the 
formal conditions of § 3(a)(5) of the 
Holding Company Act providing for ex- 
emption. But, the commission said, this 
alone is not sufficient to justify an exemp- 
tion, because the act provides for exemp- 
tion “unless and except in so far as” the 
commission finds the exemption detri- 
mental to the public interest or the inter- 
est of investors or consumers. 

The commission pointed out that under 
that “unless and except” clause, system 
and corporate complexities or an inequi- 
table distribution of voting power so di- 
rectly affect the interest of investors and 
consumers that their continued existence 
would require denial of the exemption. 

The commission has repeatedly: held 
that the existence of a publicly held mi- 
nority interest in the securities of one or 
more companies comprising an integrated 
public utility system constitutes an undue 
and unnecessary complexity which in turn 
results in an inequitable distribution of 
voting power and the elimination of such 
an interest is required by § 11(b) (2) of 
the act. 

Cities Service argued, however, that 
this relates peculiarly to integrated utility 
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systems and does not apply to the Fuel 
Oil system because it is nonutility in char- 
acter. 

The commission rejected this argu- 
ment, saying that apart from § 11(b) (2) 
and considering the problem exclusively 
in terms of the “unless and except clause,” 
it has also reached the conclusion that 
where there exists a potential conflict of 
interest between a registered holding 
company seeking an exemption and its 
subsidiaries, the exemption must be de- 
nied. 


Affiliated Transactions 


Fuel Oil is intimately tied to the Cities 
Service system by a multiplicity of affilia- 
tions and intrasystem transactions. Oper- 
ationwise it has been assimilated into, 
and for all practical purposes is part of 
the Cities Service oil and gas system, sup- 
plying its available crude oil to the Cities 
Service refinery for processing, acquiring 
its market requirements from that refin- 
ery, and then distributing the products in 
stations carrying the Cities Service em- 
blem. The commission believed that a 
conflict of interest manifested itself con- 


tinuously between the Cities Service sys- 
tem on the one hand and Fuel Oil on the 
other, at least in so far as its impact on 
the minority stockholders of Fuel Oil is 
concerned. 


Conclusions and Required Action 


The commission concluded that the ex- 
istence of that public minority interest in 
the subsidiary constitutes a complexity 
resulting in an inequitable distribution of 
voting power within the meaning of § 
11(b)(2) of the Holding Company Act. 
This, it held, precludes the grant of an 
exemption under the “unless and except” 
clause of § 3(a). It was of the further 
opinion that this condition could be sat- 
isfactorily rectified only by eliminating the 
public minority interest in the subsidiary 
or by the holding company’s disposing of 
its interest in Fuel Oil. The commission 
did withhold an order under § 11(b) (2), 
however, to afford the companies a reason- 
able opportunity to submit an appropriate 
program for compliance. Re Cities Serv- 
ice Co. File Nos. 31-622, 54-186, 59-93, 
70-1804, Release No. 13254, August 31, 
1956. 


Gas Facilities Required to Meet Market Requirements 
And to Develop Underground Storage Field 


igen Securities and Exchange Com- 
mission authorized Home Gas Com- 
pany, a wholly owned subsidiary of the 
Columbia Gas System, to acquire gas pro- 
duction facilities and certain gas rights, 
leaseholds, and producing wells. The 
company is engaged in the purchase, stor- 
age, and transportation of natural gas and 
its sale at wholesale to various utility com- 
panies in New York state. It claimed that 
the acquisition would assist it in further 
developing its underground storage field 
and in meeting its market requirements. 


Since the properties being acquired will 
not be used in the distribution at retail of 
natural gas and therefore are not utility 
assets, the exemption afforded by § 9(b) 
(1) of the Holding Company Act is not 
available. Since the properties constitute 
an interest in a business within the mean- 
ing of § 9(a)(1) of the act, the acquisi- 
tion is subject to the commission’s juris- 
diction. The commission said that it was 
immaterial that part of the properties was 
previously included within a public utility 
distribution system under the jurisdiction 


OCTOBER 25, 1956 





PUBLIC UTILITIES FORTNIGHTLY 


of the New York commission, and that 
such commission had approved the trans- 
fer. In the same proceeding, the commis- 
sion authorized the Keystone Gas Compa- 
ny, another subsidiary of Columbia, to ac- 
quire a natural gas distribution plant. 
This company is engaged in the purchase, 
distribution, and sale at retail of natural 
gas in New York state. The additional 
distribution facilities it proposed to ac- 


quire would merely expand its present 
service area. The commission said that 
since this acquisition has been expressly 
authorized by the New York commission, 
it is exempt from SEC jurisdiction pur- 
suant to § 9(b)(1) of the act. Conse- 
quently, the application was dismissed as 
to that company. Re Home Gas Co. File 
No. 70-3495, Release No. 13252, August 
30, 1956. 


Telephone Return Allowance Not a Precedent 


_ granting a telephone company addi- 
tional revenues, the Tennessee commis- 
sion made it clear that the 6.25 per cent 
return allowance was not to be construed 
as a precedent, but rather as the amount 
needed by the company in view of its re- 
cent history, operations, and capital re- 
quired for expansion. The commission 
had its eyes on the total effect or end re- 
sult to both the utility and the ratepayer ; 
t.e., the fixing of just and reasonable rates 
to both the investor and the consumer. 

A rate of return established by a mone- 
tary figure, pointed out the commission, 
might be adequate for a utility at one time 
and excessive at some later date. In the 
instant case, it was necessary to consider 
particularly an expansion and conversion 
program which had been encouraged in 
recent years. In order to complete the 
program the company would have to raise 
additional capital through both equity and 
debt financing. 

Company experts had testified that a 
substantial rate adjustment was needed in 
order to attract the necessary capital to 
complete the programs, and both had 
recommended an over-all return of be- 
tween 7} per cent and 8 per cent. The com- 
mission appreciated the judgment of the 
experts in the investment field, but stated 
that it must approach the necessity of com- 
pany earnings from the standpoint of a 
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regulatory body rather than an ideal pres- 
entation of a security investor. 


Increase Suspended on Two Exchanges 
Until Converted 


Two of the company’s exchanges had 
not yet been converted to modern dial op- 
eration. The commission ordered that, 
pending cut-over to such service, such ex- 
changes should not bear any of the in- 
crease granted. The commission was 
aware that the company’s operations in 
Virginia might very well be productive of 
a different schedule of rates. Although 
attempting, wherever possible, to co-op- 
erate with the action taken by sister states, 
where the question of rates was involved, 
it was necessary for the commission to 
consider solely the circumstances existing 
in Tennessee. 

The commission was of the opinion that 
the revenue to be derived from exchanges 
presently receiving dial service would be 
sufficient to yield an adequate rate of re- 
turn to maintain the financial integrity of 
the company through the paying of divi- 
dends, servicing of debt, and return of a 
reasonable amount to surplus. Upon the 
completion of converting the two ex- 
changes aforementioned, the increased 
rates at those exchanges would take care 
of the attrition on earning which would 
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occur by reason of the large capital invest- 
ment. 


Inclusion of Working Capital, Con- 
struction Work in Progress, and 
Materials and Supplies 


The staff’s rate base, and the company’s, 
had included items of working capital, 
construction work in progress, and mate- 
rials and supplies. Although commission 
policy in other cases had been to exclude 
such items, they were included in the in- 
stant determination because the company 
had never capitalized interest, taxes, and 
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insurance during construction and there 
was no method by which an amount could 
be determined that normally would be in- 
cluded in a rate base. 

The establishment of a rate base in 
which interest, taxes, and insurance dur- 
ing construction had been capitalized and 
included, and excluding the items of work- 
ing capital, construction work in progress, 
and materials and supplies, pointed out 
the commission, would have probably re- 
sulted in a larger amount than that used. 
Re Inter-Mountain Teleph. Co., Inc. 
Docket No. U-3763, September 19, 1956. 


Conflict of Interest Results in Fee Disallowance 


ep Securities and Exchange Com- 
mission disallowed certain fees and 
expenses for services rendered in con- 
nection with a holding company’s sale of 
properties of a wholly owned subsidiary 
pursuant to a simplification plan, where 
the services related to an unsuccessful 
submission of bids for the properties. It 
found that the applicant was a real party 
in interest behind the bids for the proper- 
ties. 

Accordingly, it said, there was a con- 
flict of interest between him as a prospec- 
tive buyer interested in acquiring the 
properties at the lowest possible price and 
the holding company as a prospective 
seller interested in obtaining the highest 
possible price. 

During the course of the reorganiza- 
tion proceedings the applicant also en- 
gaged in transactions in securities affect- 
ed by the reorganization. He purchased 
some of the holding company stock and 
sold it at a profit. He endeavored to in- 
crease the participation of class A stock- 
holders and undertook to act as their rep- 
resentative in the reorganization. When 
a compromise plan was finally effected, he 


signed the agreement as a representative 
of the stockholders. The commission held 
that since his services were rendered for 
the benefit of the entire class, of which he 
was a member, fiduciary obligations to 
the class were created which were incom- 
patible with his transactions in the stock. 
Consequently, it held, he was not entitled 
to a fee for such services or to reimburse- 
ment of his expenses. 


Guiding Standards 


Compensation may be paid for services 
which have contributed to a holding com- 
pany reorganization plan ultimately ap- 
proved or to the defeat of a proposed 
plan found to be unsatisfactory, or which 
have otherwise directly and materially 
contributed to the development of the 
proceedings with respect to the plan. The 
commission said that, in determining the 
amount of compensation to be allowed, 
the primary factor is the amount of bene- 
fit conferred on the estate or its security 
holders by the services rendered. Other 
factors considered, however, are the neces- 
sity of the services, duplication of efforts, 
the intricacy and magnitude of the prob- 
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lems involved, time necessarily required to 
be expended, experience and ability of the 
applicant, size of the estate and its ability 
to pay, conflicts of interest, the extent to 
which the applicant’s efforts were directed 
or motivated by personal or special inter- 
ests, his purchases or sales of the securi- 
ties involved, and the extent to which his 
efforts unreasonably delayed or were det- 
rimental to the proceedings. 


% 
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In applying these criteria the commis- 
sion seeks to conserve the estate for the 
benefit of the security holders, while at 
the same time recognizing that inadequate 
allowances would tend to discourage vig- 
orous and effective participation by rep- 
resentatives of security interests. Re In- 
ternational Hydro-Electric System, File 
Nos. 54-159 et al. Release No. 13242, 
August 23, 1956. 


Distribution of Plastic Covers for Directories 
Violates Rights of Telephone Company 


COMPLAINT by the Illinois Bell Tele- 
phone Company against the manu- 


A 


facture and distribution to telephone 
subscribers of plastic covers to be placed 
on telephone directories was sustained by 
an Illinois appellate court. The court, re- 
versing a lower court decision, ruled that 


the company’s complaint stated a cause 
of action for injunction. The action was 
against Woodstock Plastics Company, 
which sold advertising space on plastic 
covers. When this company distributed 
covers, it included instructions urging the 
subscribers to affix them to their direc- 
tories, all without the telephone company’s 
consent, approval, or permission. 


Ownership of Directories 


A telephone company operating under 
the regulation of the state commission, 
according to the court, is the owner of 
directories as well as other facilities used 
by subscribers. They are loaned to the 
subscribers as an aid to the use of tele- 
phone service and are to be returned to 
the company upon request. While the 
company does not have the directories in 
its actual physical possession when they 
are in or on the subscribers’ premises, it 
does have the absolute ownership of and 
property in them and the right at any 
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time to resume actual possession. Such 
constructive possession, said the court, is 
entirely sufficient to support an action for 
trespass or for an injunction to enjoin 
continuing and repeated trespasses. 


Rule Relating to Facilities 


The telephone company is required to 
file rates, rules, and regulations with the 
commission. The regulations provide that 
subscribers shall not use any mechanical 
apparatus or device in connection with 
the equipment or facilities furnished by 
the company without its consent, or per- 
mit attachment of advertising devices 
without approval of the company. If any 
apparatus or device of any kind other 
than that furnished or approved by the 
company is attached or connected to the 
company’s property, the company may re- 
move the apparatus or device or suspend 
or terminate the service. The advertising 
company contended that directories are 
not “equipment” or “facilities.” 

The court, after referring to dictionary 
definitions and judicial decisions, decided 
that telephone directories are “facilities” 
furnished by the company within the 
meaning of this provision. It also decided 
that these plastic covers are a “mechani- 
cal apparatus or device” or “advertising 
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devices” within the meaning of the rule. said that such a company in a proper case 
A directory is an essential instrumen- may be guilty of a tort-and be subject to 
tality in connection with the peculiar an injunction regardless of its lack of 
service the company renders and is “as contractual relations with the telephone 
much so as is the telephone handset or company. Its business does not permit 
transmitter or receiver, and is, hence, an it to commit trespasses on the tele- 
integral part of the equipment actually phone company’s property or tortiously to 
used in the transmission of telephone participate in persuading, soliciting, or in- 
service.” The rest of the equipment, the ducing repeated breaches by the telephone 
court added, is practically useless without subscribers of their contracts with the 
the directory. company to the injury of the company 
and the benefit of the advertising com- 

Violation of Rules pany. It was considered improper to at- 

The advertising company urged that tempt to induce subscribers to violate the 
since it had no contract or other deal- telephone company’s rules and in effect 
ings with the telephone company and break their contracts for service. Illinois 
was engaged in a lawful business, the Bell Teleph. Co. v. Miner (Willard Min- 


complaint should be dismissed. The court er Co.) et al. 136 NE2d 1. 
e 


Exercise of Eminent Domain for Transmission 
System Upheld 


; }. Pennsylvania superior court af- quired to withhold approval merely be- 
firmed a commission order granting cause another route might have been 
a certificate of public convenience and ne- adopted which would damage the owners 
cessity to an electric company to acquire less or lessen the inconvenience to them in 
a transmission right of way across a farm. the operation of their property. 

In considering public convenience and ne- The evidence was held sufficient to sup- 
cessity for the exercise of eminent do- port the commission’s order. The record 
main, said the court, not only existing showed that the proposed transmission 
needs are to be considered, but also future line would integrate the company’s net- 
necessities. Selection of the route for work and enable it to supplement power- 
transmission lines was a matter for the deficient areas from adjacent areas having 
utility in the first instance and, unless it available capacity, and that the line was 
was shown that it proposed to exercise the essential to national defense and industrial 
powers conferred upon it wantonly or ca- expansion. Phillips v. Pennsylvania Pub. 
priciously, the commission was not re- Utility Commission, 124 A2d 625. 
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Commission Order Eliminating Resale of Electricity 
By Real Property Owners Affirmed 
WNERS, managers, and operators of competitive resale of electricity purchased 
rental real estate assailed a commis- by them at wholesale rates. The Massa- 
sion order respecting the elimination of chusetts supreme judicial court held that 
733 OCTOBER 25, 1956 
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the commission could lawfully issue such 
an order. The commission’s rate-making 
powers carry with them authority to regu- 
late rate practices as well as rate schedules. 


Competition by Landlords 


State policy of encouraging a monopoly 
of supply in the general interest was stated 
to be the basis for the regulation of the 
supply of electric current. A statute au- 
thorizing the commission to order a sup- 
ply of electricity in bulk did not give those 
engaged in reselling electricity purchased 
at wholesale rates a right to require that 
electricity be furnished them for resale in 
competition with the utility. Plainly, 
there was competition between the private 
individuals and the utility. 

Prior to the order, said the court, the 
real property owners had enjoyed a per- 
quisite of location and occupation depend- 
ent upon the circumstance that for a pe- 
riod it had been found to be in the general 
public interest for the utility to maintain, 
without limitation in respect of competi- 
tive use of current bought, a rate struc- 
ture that gave a very substantial discount 
to wholesale purchasers. This circum- 
stance had the collateral effect of giving 
to owners of certain property, strategical- 
ly located, state supported monopolies of 
business opportunity. There was no con- 
stitutional assurance that regulation would 
continue to be carried out so as to make 
likely the continuance of special oppor- 
tunities for profit to real property owners. 

The duty of service was owed to con- 
sumers and not to dealers, pointed out the 
court. 

The contest here was over the ap- 
plication, rather than the validity, of the 
fundamental principle that the right of 
freedom to contract is subject to reason- 
able legislative control under the police 
power, and that reasonable and nonarbi- 
trary action under the police power might 
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be taken although it might diminish or 
destroy without compensation the value 
of property not actually taken. 


No Vested Right to Continue 
Submetering 


The court did not agree with the real 
property owners that vested legal or equi- 
table rights had arisen in the continued re- 
ceipt of electricity from the company at 
wholesale rates. It was undisputed that 
the company had sought and encouraged 
submetering in the earlier period and co- 
operated with landlords. The company, 
however, had never represented that the 
resale privilege would continue forever. 
The possibility of change in the regula- 
tions was implicit at all times. The own- 
ers had no vested rights, constitutional or 
statutory, in the practice of submetering. 


Scope of Restricted Order 


The commission’s order had not been 
invalidated, held the court, by provisions 
allowing continuance of the resale practice 
in certain instances and under specific re- 
strictions. Such provisions were designed 
to yield to the utility an approximation of 
the revenue it would have received if re- 
selling had been eliminated altogether. 

Constitutional safeguards have not been 
violated. Different treatment for differ- 
ent classes of customers, reasonably clas- 
sified, did not result in unlawful discrimi- 
nation. Boston Real Estate Board et al. 
v. Massachusetts Dept. of Pub. Utilities 
et al. 136 NE2d 243. 


No Right to Wholesale Rate 


In a separate opinion rendered on an 
appeal from a commission order dismiss- 
ing an application to direct an electric 
company to continue to furnish electricity 
to resellers at wholesale prices, the court 
rendered judgment on the~basis of the 
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above-mentioned decision. Resellers of 


electricity had no standing, it was held, to 
demand electricity at bulk rates to expand 
their practice of resale. 

There was no rule of law that prevented 
the electric company from discontinuing 
the practice of selling to resellers at whole- 
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sale rates. The commission order would 
not deny electricity to anyone to whom it 
had been supplied under the former rate 
schedule or make it less freely available 
to any consumer. Kargman et al. v. Mas- 
sachusetts Dept. of Pub. Utilities et al. 
136 NE2d 255. 


Commission Jurisdiction in Tariff Dispute 


HE Nebraska supreme court consid- 
ered a question of commission juris- 
diction in deciding an appeal from a lower 
court judgment in an action brought by a 
motor carrier to recover proper charges 
for hauling. It was contended by the 
shipper that since a dispute over tariffs 
was involved, the controversy was one 
for the commission in the first instance 
and not for a court. 
While the commission was by statute 
granted broad regulatory power, the stat- 
ute did not either directly or by implica- 
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tion authorize a carrier to institute a pro- 
ceeding before the commission against a 
shipper for the purpose of determining a 
rate dispute. Consequently, the court in- 
dicated, the commission would have been 
without power to entertain the proceed- 
ing even if the carrier had requested it to 
do so. But if a shipper were to present 
such a controversy to the commission, 
that body would then have power to deter- 
mine it, thereby precluding court juris- 
diction. Mefford v. Wilson Concrete Co. 
77 NW2d 895. 


Convenience of Public Rather Than Individuals Controls 
Decision on Service Curtailment 


i pen Alabama supreme court, in affirm- 
ing a lower court’s reversal of a com- 
mission order, agreed that the preponder- 
ance of the evidence showed that an agent 
was no longer required at a railroad sta- 
tion located near another station. This 
was said to be the first time the court had 
been called upon to decide the question of 
the removal of a station agent not in con- 
nection with the closing of a station or the 
reduction of train service. 


Scope of Review 


The court noted that under the law the 
commission’s order should be taken as 
prima facie just and reasonable. It could 
be set aside if the court found that the 
commission erred to the prejudice of sub- 


stantial rights in the application of the 
law or if the order was procured by fraud 
or was based upon a finding of facts con- 
trary to the substantial weight of the evi- 
dence. The order, it was held, was based 
upon findings of fact contrary to the sub- 
stantial weight of evidence and the com- 
mission erred to the prejudice of the rail- 
road company’s substantial rights in the 
application of the law. 


Public Convenience and Necessity 


The court referred to rulings by other 
courts that, among other things bearing 
upon discontinuance of an agency, there 
must be considered the volume and nature 
of the business transacted, costs and reve- 
nues, nature of transportation service re- 
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maining or to be substituted, proximity 
and accessibility to other stations, and in- 
convenience to the shipping and traveling 
public—not merely to an individual or a 
few shippers resulting from the removal 
of the agent. 

There was very little passenger traffic 
and tickets could be bought from con- 
ductors on trains. The volume of business 
was small and there was no necessity for 
an agent to handle this business since the 
principal commodity handled was pulp- 
wood and there was testimony that serv- 
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ice from nonagency stations for handling 
this commodity was satisfactory. The 
court said that “the convenience here is 
to individuals and not to the public.” The 
convenience and necessity required are 
“those of the public and not of an indi- 
vidual or individuals.” Operation had 
been conducted at an economic loss and it 
was decided that the cost of maintaining 
the agency was out of proportion to the 
benefit to the public as a whole. Alabama 
Pub. Service Commission v. Western 
Railway of Alabama, 89 So2d 64. 





Industrial Interchange Tracks. On ap- 
peal from a judgment in an action for 
railroad demurrage charges, the Arkansas 
supreme court ruled that interchange 
tracks serving a government arsenal and 
used by the railroad only for the place- 
ment of cars to be delivered were “‘indus- 
trial interchange tracks” and not “public 
delivery tracks,” within the meaning of 
Interstate Commerce Commission rules 
eliminating the requirement of written 
notice to the consignee. Missouri P. R. 
Co. v. Hogan (Ben M. Hogan & Co.) 
292 SW2d 263. 


Stock Issue Pursuant to Merger Plan. 
A telephone company, which had been au- 
thorized to acquire the assets of another 
telephone company, was allowed by the 
Wisconsin commission to issue common 
stock to finance the acquisition of all of 
the latter company’s common stock to ef- 
fectuate a merger of the companies. Re 
Dairyland Teleph. Corp. 2-SB-656, Sep- 
tember 6, 1956. 


High Debt Ratio Allowed. The Wis- 


Other Recent Rulings 





consin commission authorized a telephone 
company to issue first mortgage notes re- 
sulting in a high debt ratio of 55 per cent 
in view of the fact that the notes provided 
for semiannual debt reduction of 2 per 
cent and the fact that the company’s net 
operating revenues would provide a satis- 
factory coverage of the interest cost on 
the proposed debt of the company. Re 
Price County Teleph. Co. 2-SB-642, June 
26, 1956. 


Rate Case Expenses Amortized. The 
New Jersey commission authorized a wa- 
ter company to amortize rate case ex- 
penses over a 5-year period. Re Princeton 
Water Co. Docket No. 9138, September 
5, 1956. 


Airport Car Rental Contract. A mu- 
nicipal airport authority did not abuse its 
discretion, said the Arizona supreme court, 
in awarding a contract for car rental 
service at the airport without first issuing 
a public call for bids. Hertz Drive-Ur- 
Self System, Inc. v. Tucson Airport Au- 
thority et al. 299 P2d 1071. 
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ANNOUNCING... 


ompletely new, highly versatile 
Delta-Star Control Switches 


Exploded view of ne 

Control Switch shown above. Three of many 

types available shown at left. 
\ 


new compactness—new simplicity— 

Mony types available new ruggedness—new interrupting capacity 
’ ° Look, inspect and double-check — you’!] see why Delta-Star’s new 

includin 
Q--- Control Switches offer new features that mean vastly improved 

Circuit Breaker Control efficiency, economy and service: 

1. Versatile — available for many uses; switches are rated 20 amps. 
continuous rating with 250 amp. short-time (3-second) rating. 


General Control 2. Compact—only 3% in. high by 3’s in. wide; new design permits 
easy wiring and quick inspection. 


Motor Control 


Marval to Automatic ; ; 
Selector Rugged and long-lasting — combining heavy duty parts with 
customary Delta-Star quality construction. 


Ammeter Switches High interrupting capacity—large terminal clearances and 


Vol: meter Switches complete baffling between sections. At 250 volts a.c.on inductive 
circuits, single break contacts are rated 25 amperes, double 
Power Factor Meter break contacts 75 amperes. 


Wai'meter Now Delta-Star offers premium control switches at regular prices. 
, Check them without aii, or ask for Type M-2 Control 
recuency Meter Switch Price List 72-D4. 


abe Transfer DELTA-STAR ELECTRIC DIVISION 
emperature Meter H. K. PORTER COMPANY, INC. 


2437 Fulton Street » Chicago 12, Illinois 
District Offices in Principal Cities 


Synchroscope 


B 40 wolsiaie © 





THE PIEDMONT NATURAL GAS COMPANY’S 


expansion in and around Greensboro, N.C. requires 
trench excavation under many different types of 
digging conditions. This Cleveland 92 “Baby 
Digger,” owned by Bill Gray of Kernersville, 
N. C., is shown cutting a relatively short and easy 
run (2,000 feet) for a main extension in a new 
housing subdivision: 

But not all of Piedmont’s jobs are as easy as this. 
Gray gets his share of the tough digging jobs too— 
wet and sticky soils, rocky ground, narrow rights 
of way with plenty of obstructions, a wide variety 
of trench width and depth specifications—yet he 
digs them all successfully with his dependable 
Cleveland. Shown at the right is a list of some of 
the features of the Cleveland 92 “Baby Digger” 
which Gray considers particularly helpful in 
trenching work for the gas industry. 


FEATURES OF THE “92” HAVE HELPED MAKE 
CLEVELANDS THE STANDARD TRENCHERS 
OF THE GAS INDUSTRY FOR oven 30 YEARS 


6 sthesissdliligcoiet ee roti 
within 17 inches of a parallel fence or wall. 


pcundl-nd ty emoeth loots’ e i 
easy on lawns, sidewalks, etc. 


Width Range. The “92” gives you 3 optional 
eat width she eee hue 20 inches. 


fon gdsferucaped pray sot 
“Baby Digger” always ready for al! your 


digging. With it you have “trench on tap”, 
permitting the tightest scheduling by you for 
more production in more places, conserving 
: eee 


THE CLEVELAND TRENCHER COMPAN 





Everywhere 


20100 ST. CLAIR AVENUE e 





CLEVELAND 17, OHI 
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Industrial Progress 


Gas Industry Construction 
Expenditures To Set 
New Records 


as utility and pipeline company 
expansion is expected to reach 
t$1.8 billion dollars in 1957. This 
bed upon figures for the next 
eyear period during which it is 
ated that a total of $5.7 billions 
be spent for new and expanded 
ities. The American Gas Asso- 
m estimates that the 1956 ex- 
itures for these system improve- 
s will top $1.6 billion. During 


mext three years—1957 through 
the construction expenditures 
e gas utility and pipeline com- 
es in the United States should, 
ding to AGA estimates, aggre- 
$5.7 billions the greatest sum 
expended by the industry in any 


year period. Should the 1956 
1957 estimated expenditure levels 
ttained it will make a_ record 
-year period in which construc- 
programs for the gas industry 
annually exceeded the billion dol- 


for 1956 and 1957 and 

t three years assume a con- 

{ current levels of business 

‘al activity and a continua- 

urrent status of gradual 

ey also reflect current 

with regard to demands 
necessary expansion. 

er cent of the estimated 

expenditures for the 

years is to be spent on fa- 

iatural gas systems. Dur- 

1959 period a total of $3 

be expended for natural 

ussion facilities. Distribu- 

es will require an expendi- 

4.9 billion. Nearly $280 mil- 

used to increase under- 

d storage facilities during the 

year period, 
recent years are an indication 
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another one-million customers will be 
added by the industry to its service 
records during 1957. Continued pop- 
ulation growth and new housing ac- 
tivity, combined with efforts to elimi- 
nate restrictions still existing for nat- 
ural gas for heating, will sustain a 
high level of construction activity. 
Here are some construction figures 
covering 1957 programs gleaned from 
statements provided by the following 
companies : 


Arizona Public Service Company 
(Phoenix, Ariz.), plans to connect 
11,802 new customers in 1957. This 
will entail about 169 miles of distrib- 
ution piping, mostly 2 in. and 1} in., 
about 180 miles of } in. service piping 
plus 11,802 meter and regulator set 
assemblies. The company has budg- 
eted $2,514,000 for this work. In 
addition to this new revenue construc- 
tion, the company plans to spend 
approximately $225,000 for system 
improvements entailing about nine 
miles of 6 in., 8 in. and 10 in. pipe. 
Approximately $100,000 has _ been 
budgeted for distribution main _re- 
placement and $109,000 for service 
replacement. 


Associated Natural Gas Com- 
pany (Sikeston, Mo.), reports that 
preliminary estimates indicate that its 
construction budget for the year 1957 
will amount to approximately $250,- 
000, consisting principally of service 
extensions and routine construction. 
The company expects to gain ap- 
proximately 1,200 new customers dur- 
ing the coming year. 


Atlanta Gas Light Company 
(Atlanta, Ga.), estimates that its 
construction program for the fiscal 
year beginning October 1, 1956, will 
be approximately $8,500,000. Princi- 
pal items will be the completion of a 
1,350,000 gallon capacity refrigerated 


propane storage installation and ex- 
tension of service to six additional 
communities. It is anticipated that 
about 23,000 customers will be added 
to the 303,778 now served. 


Baltimore Gas and Electric Com- 
pany (Baltimore, Md.), reports that 
expenditures. for new construction 
during the next five years are esti- 
mated to total more than $211,000,- 
000. Of this sum, $36,975,000, or 
about $7,395,000 per year, will be 
spent for the expansion of the gas 
system. Approximately $8,000,000, 
or $1,600,000 per year, will be spent 
for miscellaneous facilities including 
office and shop quarters, vehicles, 
furniture and fixtures, steam heating 
facilities, etc. During the past five 
years more than 53,600 new gas cus- 
tomers were added to the company’s 
lines. During 1955 alone the com- 
pany added more than 13,800 gas 
customers to its lines. The growth 
of gas sales since the introduction of 
natural gas in 1950 has been approx- 
imately 118 per cent. 


Berkshire Gas Company ( Pitts- 
field, Mass.), estimates that total ex- 
penditure for 1957 construction will 
amount to $600,000. This amount is 
allocated as follows: 

Blankets, meters, new 

services, etc. Drees 

New business extensions 

Main replacements ........... 

New main and distribution 

system to serve town of 
Cheshire 
Peak shaving equipment....... 
Miscellaneous 


Total 
Approximately 475 new customers 


will be served this year. 


Boston Gas Company (Boston, 
Mass)., estimates that new construc- 
tion expenditures in 1957 will amount 
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to $2,460,000, the majority of which 
is for reinforcement of present 
system to supply larger customers de- 
mands and new housing projects. Of 
this amount about $2,000,000 is for 
distribution mains, services, meters, 
etc. The balance is for production, 
transportation and office equipment. 


The Bridgeport Gas Company 
(Bridgeport, Conn.,) expects that 
construction expenditures during 
1957 will amount to $820,700. Details 
are as follows: 
$371,700 

149,500 
100,000 


New 


mains 
New 


services 

New meters 

New meter connections ) 
Regulators ) Tee 
Regulator Installations) 

Automotive 


64,000 
29,500 


20,100 
85,900 


$820,700 


Brooklyn Borough Gas Company 
(Brooklyn, N.Y. ), expects that ex- 
penditures in 1957 will be about the 
same as in recent years, i.e. about 
$300,000. Of this amount, $10,000 
will be for improvements in the 
preduction and storage plant; $260,- 
000 for additions to the distribution 
plant and $30,0000 for automotive 
equipment, office equipment and simi- 
lar items. No major projects are con- 
templated. The number of additional 
consumers to be supplied are expected 
to approximate 3,000 which will be 
scattered throughout the territory, 
many of whom can be supplied from 
the existing facilities. 


The Brooklyn Union Gas Com- 
pany (Brooklyn, N. Y.) reports 
that construction expenditures for 
1957 will total $13,035,854. Major 
items include: 


Southern Extension N. Y. 
Pactmses Tine ........... 
New Service center at 
Greenpoint Works ....... 
Purchase of land for new 
PINNING Cooley os io ce 
New med. pressure main ... 
Distribution facilities 
Manufacturing facilities .... 
Customers service facilities . . 


$3,190,000 
2,300,000 


625,000 
855,000 
3,890,446 
1,176,161 
104,950 


Central Illinois Electric and Gas 
Co. (Rockford, Ill.), reports that a 
preliminary estimate of 1957 gas con- 
struction indicates a total amount to 
be expended of approximately $1,- 
700,000. It is also estimated that ap- 
proximately 2,200 customers will be 
added to the company’s lines, and that 
the major expenditures will be for 
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the purpose of adding customers and 
general improvements and_ better- 
ments to the system. 


Central Illinois Light Company 
( Peoria, Ill.), expects to invest about 
$2,400,000 in new business (mains, 
meters, and services). Approximate- 
ly 4,800 new customers will be 
served. 


Central Illinois Public Service 
Company (Springfield, IIl.), esti- 
mates that its 1957 construction pro- 
gram will cost $1,560,000. Of this 
total it is expected that approximately 
$800,000 will be required for various 
distribution projects including both 
new extensions and replacements of 
existing facilities. Approximately 
$760,000 is scheduled for various 
transmission projects including ap- 
proximately 13 miles of 8 in. and 22 
miles of 6 in. transmission main, It is 
estimated that approximately 1,000 to 
1,200 additional customers will be 
connected during 1957. 


Central Indiana Gas Company 
(Muncie, Ind.), reports that its 1957 
construction program has not been 
fully formulated. It is expected that 
the construction budget for the year 
1957 will be in an amount approxi- 
mating one and three-quarter million 
dollars. 


Central West Utility Company 
(Kansas City, Mo.), reports that 
about 600 customers will be added 
during 1957. Tentative expansion 
plans call for an expenditure of ap- 
proximately $150,000. 


Cheyenne Light, Fuel and Power 
Company (Cheyenne, Wyo.), con- 
templates total construction expendi- 
tures in 1957 of approximately $225,- 
000. It is expected that approximately 
525 customers will be added. Projects 
are principally of routine character 
and include customer extensions, to- 
gether with miscellaneous replace- 
ments and reinforcements. No major 
projects are planned. 


The Cincinnati Gas & Electric 
Company (Cincinnati, Ohio), will 
invest $5,000,000 on construction in 
1957—approximately the same as for 
1956. About 5,000 new customers 
and 10,000 additional heating cus- 
tomers are expected to be added dur- 
ing the year. 


Colorado Interstate Gas Com- 
pany (Colorado Springs, Colo.), 


plans to spend approximately 
000,000 on construction in 1957 
this amount, $86,000,000 is prop 
for an expansion progran autho 
ation for which is presently 
before the Federal Power 
sion. This program woul 

the construction of facilitie 
rice, Nebraska, and the 

point of peak day volumes 
000 MCF to Natural ( 
Company of America for 
sion to the Chicago ma 
provides for the stren:t 
facilities serving the Roc! 
area. The balance of aj 
$8,000,000 will be spent 
pany’s producing prope: 
ing systems and gene: 
and replacements. 


eS, gat 


addit 


Consolidated Ediso: 
of New York, Inc. (\ 
N.Y.,) estimates that expec 
1957 on gas facilities will 
$5,000,000, the greater par 
will be for distribution. N 
plant construction — projects 
planned for 1957. In July of thisy 
Con Edison completed the conver 
of New York to natural gas ata 
of some $50,000,000. This job 
volved the conversion of nearly 
million appliances of about |, 
000 customers. The cost of conve 
includes the modification of gas 
ing equipment to make high | 
gas for peak periods. Conversio 
gas service area of Con Edison (1 
hattan, Westchester, the Bronx 
the first and third wards of Que 
was begun in Westchester in | 
In the conversion of Manhattan: 
some 261 miles of duplicating 1 
were eliminated. 


Delaware Power & Light ¢ 
pany (Wilmington, Del.), rep 
that preliminary estimates ind 
gas construction expenditures m 
will amount to approximately $14 
000. The estimated additional 
tomers to be served is 1,350. 
househeating customers are exff 
to increase by 2,000, many 0!" 
are present customers. 


Gas Light Company 

bus (Columbus, Ga.), lans t0 
mit to its Board a consiruction 
gram for 1957 amounting to app! 
mately $650,000. This progr! 
cludes distribution faci!:ties (0! 
approximately 2,700 new cust 
extension of belt line facilities 
new areas, approximatcly 4 

(Continued on pave 4) 
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000 MORE people 
or dinner tonight? 


at’s the challenge we 
ve been meeting ever 
ve the war! | 
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Each day on the average, 
)0 new people establish resi- 
ice in the territory served 

Southern California and 
thern Counties Gas Com- 
ies. These people need Gas 
cooking, water heating, 
nse heating and other pur- 
es...and we have it ready 
them because we have long 
n increasing the capacity of 
integrated systems. 

This has meant securing 
pmented Gas supplies, 
\aatly expanding our distri- 
‘Bion facilities and adding 
npower. 

Expansion costs are dou- 
what they were before the 
t. In spite of this and in- 
ased. rates, the year-round 
rage Gas bill in this area for 
king, water heating and 
‘pee heating is less per day 
n the price of a quart of 
Bk. Truly...Gas is South- 
Cal: fornia’s household 
wea! 
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SOUTHERN CALIFORNIA GAS COMPANY 
SOUTHERN COUNTIES GAS COMPANY 


| Interconnected for dependable service 
through the Pacific Lighting System 


ORIN . 


























Speedy 
Economical G * 5 O R * D | G G ER 
Dependable For Digging Distribution & Service Lines 
Mobile 









Six years of successful selling to 
Utilities prove GO-FOR-DIGGER’s 


acceptance. 


PROFIT BUILDING FEATURES 


¢ One operator controls all phases of GO-FOR-DIGGER 
digging. 

® Quick-Change Angling Dozer Blade. 

e Automatically operated shoe support for digging boom. 


¢ Hydraulically controlled conveyor belt permits dirt de- 


posit on either side of the trench. 
¢ 6 to 15 inch widths and 3 to 5 feet depths. 
© Digs up to 300 feet an hour forward—also digs backwards. 


¢ Offsetting digging apparatus shifts hydraulically to far 
right—permits digging close to fences, buildings, embank- 


ments, etc. 


Contact: GO-FOR-DIGGER Trenching Machine Co. 


214 North LaBrea Avenue e Inglewood 3, California 


Eastern Distributor — 
A. J. PARSONS COMPANY, 80 West Maiden St., Washington, Penna. 
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the size of its service building 
. . . 7 9g 
alterations to its main office build 










Haverhill Gas Light Comp 
(Haverhill, Mass.), plans to spf 
about $250,000 during 1°57 for 
tensions to new customers and 
provements to its distribution sys, 
It will spend about another $75 
for miscellaneous improvements 
cluding office equipment, automo} 
and minor plant improvements, 






















Indiana Gas & Water Comp: 
Inc. (Indianapolis, Ind.), rep 
that it will probably spend about 
450,000 on construction in 1957, 
will take on approximately 3,200, 
gas customers. At this time no m 
construction projects are cont 
plated. 

























Iowa Power and Licht ( 
pany (Des Moines, Iowa) an 
pates that it will spend $1,565,000 
gas construction during 1957, Of 
amount $238,000 is to be spent 
high pressure feeder mains, $39 
for gas production facilities and 
remaining $1,288,000 for «distribu 
facilities including mains, servi 
meters, regulators, odorizers and 
rosion control. It is estimated 
approximately 4,200 customers wil 
added during 1957. 


Iowa Public Service Comp 
(Sioux City, lowa.), estimates tha 
gas construction budget for 1957 
be as follows: 





































































Blanket work orders ........ $ 
AS NOME 5cs:< scene saa eaon 8 
Gas distribution ............ 24) 
New main extensions ........ 4 

hc, eerie Rete enn $1,616 


Kansas-Nebraska Natural { 
Company, Inc. (Hastings, \ 
serves twenty counties in Nebra 
and four in Kansas which have 
run irrigation pumping projects. 
is used to pump water into the l 

The total number of natural 
meters on irrigation wells in the, 
county area of Nebraska is |: 
That required a total of 370 mile 
farmer-built distribution pipeline 
well as 148 miles of service lines 

In the entire Kansas-N ebraska 
trict, the total number of irngél 
wells serviced by natural gas 
reached almost 2,000. Nebraska 
ties participating include Lin @ V5 
Dawson, Buffalo, Hall, Hamil xX 
York, Valley, Sherman, Fro 4 
Gosper, Phelps, Kearney, Ad 
Clay, Fillmore, Red Willow, Ha 
Franklin, Nuckolls and Trayet. 

(Continued on page 42) 
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Gas holders, a familiar part of the 
Minneapolis skyline since the 1870's, are 
a constant reminder of the important role 
Modern Gas Service has played in the city’s 
progress. For industry or home, clean, 
fast Natural Gas serves Minneapolis best. . . 


peline 
lines and more economically too! 


MINNEAPOLIS 


CITY OF 
NATURAL GAS 


GAS SALES - M. C. F. 


VNB Goce s disks oaks + 0345s. 83006004 
YOON Sis cSeeus vac csseeuc sess SU TSRIEE 


TOTAL CUSTOMERS 


VOSS. ceca we cceeevccceccecence ss 194,716 
VOSA. ccc cnescceceeccncerceeces 186,192 


‘HEATING CUSTOMERS 


ate er 
1984. cece. MILO 


GAS COMP. 
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Kentucky - West Virginia Gas 
Company (Ashland, Ky.), esti- 
mates that the 1957 construction pro- 
gram will amount to approximately 
$3,000,000. 


Laclede Gas Company (Saint 
Louis, Mo.), estimates that total gross 
construction for the fiscal year ending 
September 30, 1957 will total $11,600,- 
000. Net additional customers to be 
served will amount to 7,800. Major 
project included in this amount is the 
development of underground storage 
reservoir at a cost of $2,300,000. The 
remainder will be spent for additions 
and betterment of distribution system. 
etc, 


Manchester Gas Company ( \Man- 
chester, N.H.), reports that the pro- 
posed reinforcement of its distribu- 
tion system is the major item for 
1957 at a cost of approximately 
$125,000. An extension of system to 
the new state developed industrial 


park at Hooksett, New Hampshire, is 


scheduled for 1956 at cost of $50,000. 


Milwaukee Gas Light Company 
(Milwaukee, Wis.), will invest ap- 


proximately $9,000,000 in new facili- 
ties during 1957 to extend and im- 
prove natural gas service in the met- 
ropolitan Milwaukee area. The con- 
struction budget will include funds 
for mains to reinforce the present 
distribution system, main extensions 
and new subdivision mains to serve 
new customers, mains and improve- 
ments associated with highway and 
street improvement work, and facili- 
ties to serve new industrial customers. 
The 1957 construction program con- 
templates the installation of a total 
of 898,720 feet of mains of various 
sizes. Included in the program are 
about 821,000 feet of steel main in 
sizes ranging from 2 in, to 24 in. with 
the bulk in sizes of 2 in., 3 in., 4in. and 
6 in. About 78,000 feet of cast iron 
mains will be laid, in sizes ranging 
from 4 in, to 20 in. with the bulk of it 
in 6 in., 8 in. and 12 in. sizes. The com- 
pany will construct about 8,000 new 
services to provide natural gas to new 
customers, and will renew about 4,000 
old services because of their inade- 
quate size or condition. During 1957, 
the company expects to complete its 
pressure elevation program which 


will provide greater capacity in the 














cast iron distribution system | 
serves the central portion of its se 
ice area. This program will re 
the installation of about 15,000 p 
sure regulators on Custom 
premises and will permit riisi 
pressures from about 

about 1 pound. During 19 

pany also expects to con 

called “outer belt line,” a 

ate high pressure line t 

tirely encompass the Mil 
ropolitan area. 


Missouri Natural Ga: 
(Farmington, Mo.) has 
program to supply nat: 
several Missouri towns 
$2,500,000. The program 
pleted in two years, will 
to DeSoto, Herculaneun 
Pevely, Horine, Victoria 
besides expanding gas 
towns already being ser\ 

It is estimated that the expan 
program will make gas available 
3,000 families in the tow 
served for the first time, and 
additional customers in towns alre 
served. 

(Continwod on page 
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in unions 


American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 
a more equitable return. 


The 
AMERICAN APPRAISAL 


Company 
Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 





Available Thru Your Local Distributor 


For over 55 years the firm guarantee 
back of each and every DART UNION 
sold has been — “if one should leak 
through we will give you two”! The 
record reveals that less than 1 in every 
100,000 has proven to be faulty. The ex- 
tra wide bronze to bronze seats, preci- 
sion ground to a true ball joint, mount- 
ed in heavy malleable iron pipe ends 
and protected by an extra heavy union 


DART 


nut, make a drip-t ight, xcs 
connection WITHO! 


WRENCHING tim: 


Guarantee positive * 
and extra long ser 
lines by using the |): 
TEED UNION. 
Yours on request: D« 
on Dart Unions an 


criptive bred 
Union Fitt 


DART UNIONS Products of DART UNION COMPANY PROVIDENCE, 


GENERAL 
SALES 
T 


PITTSBURGH 2 ° 


THE Fq Ta ete! n ks COMPANY 


393 are STREET, NEW YORK 3 NEW YO! 
RANCHES: NEW YORK & 
BOSTON 10 


e ROME, fe} 40),\9 
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HEEM ANNOUNCES ITS LATEST — AND PERHAPS 
THE GREATEST — CONTRIBUTION TO THE 
GAS APPLIANCE INDUSTRY 


once 11 a blue moon that a com- 
—no matter how big, how crea- 
how progressive—really builds a 
er “mouse trap.” Not just a face- 
ng or add-on features job, mind 
-but something so remarkable, so 
lutionary, so wanted that it makes 
competitive product seem as old- 
as the wood burning stove. 
Rheem come up with such a prod- 
We think so. Right now there are 
p working models on test. It has 
researched in our laboratories to 
ilt! Let us tell you about it. Then, 
e for yourself, and you tell us if 


em has done it. 


EVOLUTIONARY GAS- 

RED YEAR-ROUND AIR 

DNDITIONING FOR THE 
HOME! 


a single gas burner, Rheem’s 


eW, gas air-conditioning unit 
sin the winter and cools the whole 
pin the summer. It works on the 
bump principle of cooling that’s 
today in only very large com- 
ial sysiems, Yet, Rheem’s unit is 


re.4 feet high, 5 feet long and 2 


feet wide. A lot smaller than just the 
furnace you'll find in most utiity 
rooms. And not only that, if desired, 
this entire unit can be placed outs:de 


the home. 


A 3-ton cooling or 100,000 BTU 
heating unit runs on as little as one 
therm of gas an hour. You simply set 
the ordinary, household variety ther- 
mostat and forget it. Come summer, 
the heat shuts off and the cooling sys- 
tem cuts in—all automatically. 


Installation? No problem at all! 
Rheem’s unit is completely encased, 
factory-charged and _ hermetically 
sealed. Only plumbing connections are 
needed. And it’s easily adaptable to 
either circulating air heating and cool- 
ing or wet heat and chilled water sys- 


tems. 


Release date? That depends. We'll 
be field-testing all year long in 1957, 
throughout the country. In every kind 
and size of home, in every climate. If 


things go as well as we expect they ‘ 


will, 3- and 5-ton units should be avail- 
able early in 1958. 


As far as cost goes, you can be sure 
that this new Rheem unit will be com- 
petitive with any year-round home air- 
conditioning system on the market to- 


day! 


For further information on this revo- 
lutionary unit, or information con- 
cerning a utility field-test model, please 
contact Mr. A. F. Cassidy, National 
Sales Manager, Home Products Di- 
vision, Rheem Manufacturing Com- 
pany, 7600 S. Kedzie Avenue, Chica- 
go, Illinois. 


_.. You can rely on i 


og? 


RHEEM MANUFACTURING 
COMPANY 
_, 7600 South Kedzie Avenue, 
Chicago, Illinois 


Other Great Gas Products by Rheem: 
WATER FURNACES, BOoimers, 
* RANGES AND CLOTHES DryYERs. 


HEATERS, 
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Ten miles of pipeline will be con- 
structed from a point north of [Festus 
to DeSoto by way of Hematite and 
Victoria. Completion of distribution 
facilities in the intermediate towns is 
scheduled for 1957. To serve Pevely 
and Herculaneum the line will go 
southwestward from the Mississippi 
River Fuel Corporation’s main line 
west of Pevely. 

Missouri Natural Gas now serves 
18,000 customers in Popular Bluff, 
Fredericktown, Farmington, Festus, 
Crystal City, Boone Terre, Flat 
River, Elvins, Desloge and Ste. Gene- 
vieve. 


Nashville Gas Company (Nash- 
ville, Tenn.), estimates that capital 
expenditures for the year 1957 will 
amount to around $750,000 and that 
approximately 2,000 customers will be 
added to lines. No major projects are 
contemplated. 


New Orleans Public Service Inc. 
(New Orleans, La.), estimates that 
its gas construction expenditures for 
the year 1957 will amount to 
$2,011,000. 


New York and Richmond Gas 
Company (Staten Island, Staple- 
ton, N.Y.), estimates that capital in- 
vestment for the year 1957 will 
amount to $1,300,000. It is also esti- 
mated that 1,000 new customers will 
be added during the year. 


Ohio Gas Company (Bryan, 
Ohio) estimates that the 1957 con- 
struction program will amount to $2,- 
451,000 and will provide service to 
4,945 additional customers. Included 
is provision for serving two addi- 
tional communities. The construction 
will consist principally of 273,440 ft. 
of transmission line, 387,000 ft. of 
distribution line, 129,000 ft. of serv- 
ice lines and the installation of a pro- 
pane peak shaving plant. 


Oklahoma Natural Gas Company 
(Tulsa, Okla.), plans to invest ap- 
proximately $8,863,000 during 1957 
for new construction. Of this amount, 
approximately $1,726,000 will be 
spent for drilling and equipping new 
oil and gas wells and for the acquisi- 
tion of leaseholds. Transmission ex- 
penditures for this period are esti- 








‘The Growing State’ 





e New Jersey, long known as the 

Garden State, is quickly gaining the 
4 . 7 

reputation of ““The Growing State.” 


We are proud to be a part of this 
story of American initiative, enterprise 
and high standard of living. 


As a reflection of this development, 
the New Jersey Natural Gas Company 
in 1955 showed a 90% increase in sales 
over 1950. This increased load was well 
balanced among the residential, com- 
mercial and industrial newcomers to 


the area we serve. 


NEW JERSEY NATURAL GAS CO. 








mated to be $1,664,000. Two of 
principal projects included jn 
amount are (1) the installatio 
153 miles of 8 inch line conne 
the Gotebo gas field to Oklah 
Natural’s transmission system in 
western part of Oklahoma, and 
the connection of other new gas 
plies to Oklahoma Natural’s ¢ 
mission system. Gas storay 
tures are estimated to |» 

for replugging wells in the § 
Storage Reservoir and for 
lation of scrubbers at | : 
Storage. Distribution expendi 
are estimated to be $3,634 000, 
this amount, $1,808,000 will be g 
for extending mains ani provi 
service to approximately 14,525 
customers in the various cities se 
by Oklahoma Natural. The remaigf’ 
of the investment projected for 
distribution system will be spent 
marily on various rebuild proj 
The remainder of the 1957 by 
will include various items sud 
gasoline plants and other gener 
vestment projects. 


Pacific Gas and Electric ¢ 
pany (San Francisco, Cal.), ex 
to invest approximately $36,251 
in improvements to _ its 
gas transmission and di 


the construction of 200-250 mik 
transmission lines and 500-700 
of distribution lines. About 6 
new natural gas customers are 
pected to be connected. Most i 
tant among the projects schedul 
1957 are (1) the additional par 


to Northern California, together 
the enlargement of compressor f 
ties at stations along this line, and 
construction of an 83-mile I$ 
20-inch transmission line dow 
west side of California’s Sacra 
Valley, connecting newly-devel 
wells in the vicinity of Willows 
fornia, with Central California 
centers. 


Peoples Gas System (Fi 
Inc. (North Miami, Fla.), est! 
that its total ‘investment 10 
years 1957 through 1962 (Eas 
West Coast Divisions) will am 
to $10,567,000. This includes th 
of converting the company’s pf" 
78,000 customers to natural g% 
the addition of upwars of 
new customers. It is estimat 

(Continued on page 4) 
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FUEL FOR THOUGHT 
WHEN YOU CONSIDER A 


‘Ming gicss at Winchester, 
jana. The glass industry in 
ona is just one founded 
bn available natural gas. 


BD ne or a thew = e 
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Penhandle | Sinan, 
mez? ur ni gas may be 
es directly from 
line system, 
SO fons whilities 
ay 1 be y from 
Pe ein oben 4 for re-sale. 


Gur industrial 
Development Department 
has available complete 
plant site information, 
and will welcome 

am opportunity 

to assist you. 


INDIANA 


PANHANDLE 
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construction expenditures for 1957 
will amount to $1,778,500. This esti- 
mate includes trunk mains, transmis- 
sion laterals, district regulators, and 
general improvements in anticipation 
of receiving natural gas in 1958. It 
is expected that 3,000 new customers 
will be added during 1957. Although 
the company anticipates receiving 

natural gas in 1958, it intends to con- 
tinue improvements in oil-gas and 
water-gas facilities as well as keep a 
weather-eye on natural gas develop- 
ments. 


Pertland Gas & Coke Company 
(Portland, Ore.), had unusually 
heavy construction expenditures dur- 
ing 1956 as it was making prepara- 
tions for the arrival of natural gas, 
which was turned into the system on 
September Ist. Construction expendi- 
tures for the year 1957 will total ap- 
proximately “$4,000,000, most of 
which will be spent for mains and 
services to serve an estimated 12,000 
new customers. No major construc- 
tion projects are contemplated. 


Public Service Company of Colo- 
rado (Denver, Colo.), reports that 


its budget for gas construction for the 
next year is now in the process of 
being finalized. Following is a break- 
down of expected expenditures: 


Gas Department Specifics ... $ 800,000 


Routine Blanket (meters, 
regulaiion services, mains) 5,560,000 


$6,360,000 
Gas portion of common and 
general transportation equip- 
ment, furnitures, general 
buildings, etc. 


$5,650,009 


Rio Grande Valley Gas Company 
(Brownsville, Texas), spends annu- 
ally, about $500,000 for various ex- 
tensions to distribution systems and 
replacements of pipelines. In 1957 the 
overall program will be approximately 
$700 000 because of the necessity for 
replacing a section of the company’s 
main line. No major projects are 
foreseen at this time. 


Rochester Gas and Electric Cor- 
poration (Rochester, N. Y.), antici- 
pates that total expenditures during 
1957 will total $21,615,300. Of this 
amount, $4,593,000 will be spent for 
improvements in the gas department. 


No major gas improvements 
planned. The forecasted expendi 
will provide for extension of 
and services for the company’ A 
mal growth. During 1957 the con 
expects to add about 3,500 new h 
to its lines, and 6,500 new space 
ing customers. 


Sierra Pacific Power Com 
(Reno, Nev.), expects that 
struction budget will run in then 
borhood of $250,000 for the yeq 
which approximately $170 000 
spent in the connection of new 
tomers and main extensions y 
are required for that purp se. 0 
amount about $20,000 wll be 
for gas main replacemenrits; $If 
for miscellaneous and general ¢ 
ment, $44,000 for large exten 
and large feeder network tie- 
is anticipated that approxin 
1,000 new customers will be 
nected during the year. 


The Southern California 
Company (Los Angeles, 
plans construction expenditure 
$46,800,000 for extending and 


proving its gas transmission ant 





More for your Money in 


MORYSVILLE 


Length from 8’ to 14’ (CA's from 48” to 120°’). 


up—19‘ga. doors). 
@ %” Diamond Floor Plate. 

@ 5” Structural Channel Under- 
structure. 

@ Electric Welded throughout. 

®@ Telescoping Roof with weather 


New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Sliding roof for derrick; 


ample stowage space inside and out. Many plus features at no extra cost. 


@14-and 16 ga. Body Steel (14 ga. @ Concealed metal Winch Box. 
througHout for models rated 1 ton © Curbside Access to tools and 
equipment used most frequently. 

®@ Vertical Compartments for climb- 
ers, lines and linemen’s tools. 

® Large, inside ventilated, Rubber 
Goods Compartment. 

® Two piece Front Window in crew 





weeks. 


and commission views pro and con. 
scription $10. 


P.U.R. QUESTION SHEETS 


an educational Opportunit y 


With the least possible expenditure of time, ef 
and money, utility executives, lawyers, accounta 
engineers and others interested in any phase of p 
lic utility regulation can keep well informed thro 
these brief, four-page leaflets issued every 


They consist of 10 questions and 10 authoritai 
answers based on current decisions revealing (0 


nual $ 
Annu ller N 


rite { 
afe ( 


tight, easy sliding action. compartment. 

@ One piece Smooth Welded Draw- ® Bit and Chisel Drawer; Trough for 
ers and Compartments. Drills, Tamps, Rods, etc. ‘ 

@ Vertical or Horizontal Flush Doors ® Fendix Undercoating at no extra 
with recessed, spring loaded _ charge. 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in oe Cities 


LE 
Mo ORYEVIL INC. 


thse PENNA 





Distributors for 


HALL 
DERRICKS 


813 SOUTH READING AVE. 














Send your order to 


PUBLIC UTILITIES REPORTS, INC., 
Suite 332, Pennsylvania Blds. 
425 13th Street, N. W. 
Washington 4, D. C. 
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SAFE 


OPERATING 
PRACTICE 


mnecting gas services safely, 
out loss of gas has been a prime 
isite to the great majority of gas 
ty management. The Mueller No- 
lethod, now in wide use through- 
the gas industry, has proven to 


ice connections, running laterals, 
ing stop-offs and other jobs in a 
No-Blo manner, without escape 


aS, 


complete line of No-Blo fittings 


drilling machines and line stopper | 


s of varying sizes permits a gas 
ty company to perform its work 
safe manner, 


you are unfamiliar with the 
ller No-Blo Method and its re- 
1 equipment, contact your local 
ler Representative. He will be 
by to refer you to other com- 


’s who are taking advantage of | 
Operating Practice by using | 


ller No-Blo machines and fittings. 
rite for the free “How To” book 
afe Operating Practice” —it tells 
show: pictorially how you can 
the Mueller No-Blo 


t with 
10d, 


MUELLER CO. 


Dependable Since 18$? 


MAIN OFFICE & FACTORY OECATUR, SALIMOIS 


INDUSTRIAL PROGRESS—( Continued ) 


tribution systems during 1957, The 
company at present has about 1,525,- 
090 customers in its service area 


| which extends over most of Southern 
California with the exception of Or- 
| ange and San Diego Counties. 


The 1957 construction budget is 


| the largest in the company’s history 
| and exceeds estimated construction 
| expenditures 
| $6,000,000. 


for 1956 by about 


The largest single expenditure 


| p'anned is approximately $16,100,000 
_ to complete 241 miles of 285 mile 30” 
| pipeline extending from a point on 


the California-Ar:zona border near 


| Needles to Los Angeles, together with 
| a compressor station to bring addi- 


tional out-of-state gas to California. 


| Construction of this pipeline, which 
| will be jointly owned with Southern 
| Counties Gas Company of California, 
| an affiliate, was begun in 1956. 


The company expects to add about 
56,000 new customers during 1957 


_ and has budgeted $11,000,000 to pro- 


vide distribution facilities to supply 


| these new customers. 


A total of about $13,000,000 is 
budgeted for betterments and replace- 


| ments of the existing distribution, 


transmission and storage systems, In 


| addition, about $6,800,000 is ear- 
simple safe procedure for making | marked for other classifications and 
| improvements of a general nature. 


The following table summarizes by 


| broad classifications the proposed con- 
| struction expenditures for 1957: 


Mains, meters and services to 
supply an estimated 56,000 
new customers 

Completion of 241 miles of a 
285 mile, 30 in. pipeline ex- 
tending from a point near 
Los Angeles to the Cali- 
fornia-Arizona border near 
Needles 

Other transmission, distribu- 
tion and storage system 
betterments and _ replace- 
ments 

New buildings for offices, 
shops and warehouses and 
alterations and improve- 
ments of existing buildings 

Miscellaneous additions and 
betterments including the 
purchase of land, automo- 
biles, furniture, etc. ...... 


$11,000,000 


16,000,000 


12,900,000 


Total 


Southern Counties Gas Company 


| (Los Angeles, Cal.)—an affiliate of 
| Southern California Gas Company— 
| has the following construction pro- 


_ gram for 1957: 


Mains, meters and services to 
supply an estimated 57,000 
new customers 

Completion of 241 miles of a 
285 mile, 30” pipeline ex- 
tending from a point near 


$14,000,000 


Los Angeles, California to 
the Calif.-Ariz. border 
near Needles 

Other transmission, distribu- 
tion and storage system bet- 
terments and replacements 

New buildings for offices, 
shops and warehouses and 
alterations and improve- 
ments of existing buildings 

Miscellaneous additions and 
betterments including the 
purchase of land, automo- 
biles, furniture, etc. ...... 


8,000,000 


5,000,000 
4,000,000 


2,000,000 
$33,000,000 


Southern Union Gas Company 
(Dallas, Texas) expects that the con- 
struction program for 1957 will be 
substantially the same as for 1956. 
Total construction estimate for 1956 
is as follows: 


Drilling and lease additions. . $3,244,000 
Gathering lines, measurement, 
etc. 
Transmission 
Distribution 


’ 


"$9,714,000 - 


The company expects to connect 
about 16,000 additional customers. No 
major projects are anticipated. 


Texas Eastern Transmission 
Corporation (Shreveport, La.), now 
has before the ,Federal Power Com- 
mission proposals for substantial con- 
struction during 1957. Tf approved, 
this construction. would amount 
to approximately '$140,000,000. In- 
cluded in the proposals is a request 


Dependable 
Natural Gas 


Service for 


4,700,000 | 


2,100,000 | 
$46,800,000 | 


Home, Farm 


| 


and Industry 


KANSAS-NEBRASKA 


Natural Gas Company ine 


Serving the Great Plains Area 


0 















for expansion of Texas [astern’s 
system capacity by approximately 
250,000,000 cubic feet of natural gas 
per day. This would include construc- 
tion of substantial amounts of new 
pipeline facilities and additional com- 
pression along the company’s pipeline 
system. 


Texas Gas Transmission Corpor- 
ation (Owensboro, Ky.), has a 
$26,000,000 systemwide expansion 
program underway and it is scheduled 
for early completion. In accordance 
with the company’s policy to antici- 
pate customers’ needs two to three 
years in advance, the overall 1956 ex- 
pansion program is designed to meet 
the requirements of Texas Gas utility 
and industrial customers through the 
winter of 1957-58. 

Two major construction projects 
are included in this final phase of an 
expansion program which will in- 
crease substantially the system’s de- 
livery capacity. Work has begun on 
a 105-mile section of 20-inch line and 
five miles of 12-inch line extending 
from the southern terminus of Texas 
Gas’ 26-inch pipeline system at North 
Tepetate, Louisiana, into the East 
Lake Palourde gas field. Soon to be 
started is the installation of a 700- 
mile, 32-station microwave system to 
link compressor stations and key op- 
erational offices in five of the eight 
states the company serves. 

When completed, the new facilities 
will raise the peak day delivery ca- 
pacity of the Texas Gas system to 1 
billion 275 million cubic feet, an in- 
crease of approximately 155 million 
or 13.9 per cent over the system’s 
capacity at the end of the 1955 con- 
struction program. 

The addition to the system’s ca- 
pacity will enable Texas Gas to in- 
crease the amount of gas delivered to 
existing utility customers as well as 
to initiate service to 19 new utility 
customers. As a result, it is expected 
that approximately 60,000 gas con- 
sumers will be added to the distribu- 
tion lines of these new and existing 
Texas Gas customers and 37 com- 
munities will receive gas service for 
the first time. 

The overall expansion program 
for 1956 covers enlargement of the 
Texas Gas pipeline system by ap- 
proximately 227 miles, addition of 
30,970 horsepower to its natural gas 
compressor facilities, and installation 
of the microwave system as an aid to 
operations. 


Union Gas System, Inc. (Inde- 
48 
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pendence, Kan.), reports that its con- for 1957 will aggregate $374) 
struction budget calls for an expendi- About 400 new custom: 
ture of approximately $500,000 for served. 


the twelve months ending August 31, 


1957. Rheem Mfg. Pre: 
Gas Air Conditi 


Company (Philadelphia, Pa.), ex- LEADERS of the gas i 
pects that expenditures for 1957 con- the trade and daily pres 
struction will amount to $6,800,000. showing enthusiasm abo 
3ulk of the expenditures will be for fired, jet principle centra’ 
additions and expansions of distribu- ing and air conditioning 
tion system to meet increasing de- oped by Rheem Manufact: 


The United Gas Improvement 


mands. pany. 


The unit was on disp’. 
Volunteer Natural Gas Com- weeks in the laboratories 
ples Gas Light and Col. 
ports that its major construction pro- in Chicago. It was to be 
gram has been completed and the year during the week of Octo! 
1957 will be devoted to construction company i 
of additional service lines and minor and newspaper people i1 
distribution mains in smaller sizes. area at the Cambridge lal 
The investment will not be over Rheem. 
$200,000 for this and the additional The gas unit is the dew 
customers will be in the neighborhood many years research in air 
of 1,000. ing. It is a logical outgrowth of 

electric central home air 


pany (Johnson City, Tenn.), 


conditior 


Wisconsin Southern Gas Com- 
pany (Lake Geneva, Wis.), esti- 
mates that construction expenditures 


This Rheem approach to air oo 
tioning, using gas for operation, 
introduced extensive refinements 
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STATEMENT REQUIRED BY THE ACT OF 
AUGUST 24, 1912, AS AMENDED BY THE ACTS 
OF MARCH 3, 1933, AND JULY 2, 1946 (39 U. S. C. 
233) SHOWING THE OWNERSHIP, MANAGEMENT 
AND CIRCULATION of Public Utilities Fortnightly 
published fortnightly at Baltimore, Maryland for 
October 1, 1956. 
1. The names and addresses of the publisher, editor, 
managing editor, and business managers are: 
Publisher: Public Utilities Reports, Inc., Washing- 
ton. 2, C. 
Editor-in-Chief: Ellsworth Nichols, Rochester, N. Y. 
Managing Editor: Francis X. Welch, Washington, 


Business manager: A. S. Hills, Washington, D. C. 
2. The owner is: (If owned by a corporation, its 
name and address must be stated and also immedi- 
ately thereunder the names and addresses of stock- 
holders owning or holding 1 per cent or more of total 
amount of stock. If not owned by a corporation, the 
names and addresses of the individual owners must 
be given. If owned by a partnership or other unin- 
po ey firm, its name and address, as well as 
that of each individual member. must be given.) 
Public Utilities Reports. Inc.. Washington, B.. Cc. 
George H. Blake, Newark, N., fe George H. Clifford, 
Santa Barbara. Cal.: Harland C. Forbes. New York, 
N. Y.: Ernest R. Acker, Poughkeepsie, N. Y.; Stuart 
Cooper, Wilmington, Del. 
3 The known bondholders, mortgagees, and other 
security holders owning or holding 1 per cent or more 
of total amount of bonds, mortgages, or other se 
curities are: None. 
4. Paragraphs 2 and 3 include, in cases where the 
stockholder or security holder appears upon the 
books of the company as trustee or in any other 
fiduciary relation, the name of the person or cor- 
poration for whom such trustee is acting; also the 
statements in the two piragraphs show the affiant’s 
full knowledge artd belief as to the circumstances 
and conditions under which stockholders and security 
holders who do not appear upon the books of the 
company as trustees, hold stock and securities in a 
capacity other than that of a bona fide owner. 
PUBLIC UTILITIES REPORTS, INC. 
A. S. Hilis, Business Manager 
Sworn to and subscribed before me this 27th day of 
September, 1956. 
Josephine A, Olker 
Notary Public 


(My commission expires August 31, 1958) 
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INDUSTRIAL PROGRESS—(Continued) 


jet principle of cooling, previously 
in large commercial or 
pplications, 
. air-conditioning unit, thus 
ed by Rheem, consists of 
inet four feet long, two 
ind four feet high. The 
ve placed outside of the 
id of occupying expensive 
« or useful basement area; 
. unit provides both cooling 
and heating for winter. 
»ge from cooling to heating 
heating to cooling—is ac- 
¢ automatically by a conven- 
ermostat that is adjusted in 
usual manner, according to the 
ne owner’s ideas of comfortable 
perature. Then, the system de- 
prs year~’round comfort without 
ther adjusting. 
nstalling a warm-air heating sys- 
with the new Rheem heating and 
bling unit is a simple operation, 
ng conventional ductwork. The 
nace is eliminated, and instead a 
ll cabinet is installed, enclosing a 
ed coil and a quiet, high capacity 
wer. Then chilled water is cir- 
ated through the coil for summer 
conditioning, while the blower dis- 
ches cool dehumidified air through- 
the house. During the winter, hot 
er is pumped through the finned 
l, to warm the air stream from 
blower. 
n homes with hot water systems 
all, attractive convector units are 
ated throughout the homes. Each 
vector has its own fan to cir- 
hte air over a small finned coil, 
chilled—or hot— 


nother aspect of the new Rheem 
r installation in hot water 
is the ease with which it 
' to an arrangement the 


$s combination uses hot water for 
tamed heat, with warm air for 
J inervase in temperature, when- 

eather suddenly becomes 


n addon, the experts point out 
circul:‘ing air—either hot or cold 
e makes the atmosphere 
ant. They explain that 
‘ort comes from year- 
ing of air, with humidifi- 
In ‘\e winter and dehumidifi- 
on in the summer. 
ersatile though the new Rheem 
Proves to be, its revolutionary 
ation i= based entirely on the use 
single gas burner unit. 
he jet operation through which 
cooling is accomplished, however, 
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is not to be confused with jet engines 
for aircraft. Instead, the newly-de- 
veloped Rheem air conditioning unit 
operates in this manner: A very small 
jet discharges refrigerant vapor in- 
side of a specially contoured ejector 
tube. Discharge of the jet at super- 
sonic speed accounts for much of its 
effectiveness. 

Tirst, there is a drop of several 
hundred degrees [Fahrenheit in the 
vapor as it issues from the jet. Sec- 
ond, high speed of the discharge en- 
trains, or draws off, vapor of the re- 
frigerant which is maintained in an 


evaporator chamber to which the ejec- 
tor tube is connected. 

As evaporation takes place in the 
chamber, rapid cooling is the result. 
This lower temperature, in turn, cools 
the circulating water that is pumped 
through a coil of copper pipe in the 
evaporator chamber. 

Low temperatures are maintained 
by relieving the ejector tube of pres- 
sures that would ordinarily be built 
up by the jet action. This pressure 
reduction is accomplished by con- 
densing the vapor in a specially- 
designed unique air-film condenser 
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that has beén' in use by Rheem for 
the past three years. 

When controls call on the Rheem 
unit for heating, however, the vapor 
condensing phase of the operation 
ceases. Then, jet discharge is divert- 
ed into the evaporator chamber, heat- 
ing water that is being circulated in 
the copper coil, before it goes to the 
finned coil in the blower cabinet, or 
to the hot water heating system. 

The system that serves to cool or to 
heat is a completely sealed operation. 
Some of the liquid is pumped into a 
refrigerant vapor generator to supply 
vapor pressure for the jet operation. 
Another portion of the liquid is fed 
into the evaporator chamber; and 
both operations are regulated by 
simplified automatic controls. 

Other controls in the sealed system 
regulate the gas flame under the re- 
frigerant vapor generator by positive, 
self-actuating automatic valves. 
Liquid used in the system is non- 
toxic, non-inflammable and non-cor- 
rosive. 


No purchase prices have been an-" 


nounced for the new Rheem unit. En- 
gineering and testing, however, have 
indicated that the new air condition- 


ing and heating unit will be fully 
competitive, in both installation and 
operating costs, with any central air 
conditioning system being manufac- 
tured now for installation in homes. 

With this new gas-fired unit. 
Rheem will be competing with its own 
Rheemaire, a revolutionary air condi- 
tioning system introduced in Jan- 
uary of this year. Rheemaire, 
through its unique design gives as 
much as 95 per cent more cooling 
per unit of horsepower, with operat- 
ing economies of as much as 45 per 
cent. Installations of Rheemaire are 
accompanied by a bonded guarantee, 
assuring performance at rated ca- 
pacity. 

Rheem engineering has revealed 
promises of no operating troubles and 
little or no service problem in con- 
nection with the new gas-operated 
unit. As a practical manufacturer of 
home equipment, however, Rheem 
has worked out a year-long field test 
program. 

Thus, the new gas-fired air condi- 
tioning and heating unit will not be 
marketed before 1958. Instead, 
Rheem expects to keep in close touch 
with results of an _ exceptionally 


broad program of field tes 
throughout 1957. Through the 
test program, engineers will rey 
on such subjects as operating § 
ciency, operating costs, and a ¢q 
prehensive scope of reactions { 
home owners. 

With field test units inst 
throughout the country, Rheem 
have reports of operating results j 
variety of homes, climates and 
conditions that have a_ bearing 
heating and air conditioning y 
formance. 

When this comprehensive field 
program by Rheem has proved 
new Rheem unit to be worthy 
American homes, distribution wil 
made through the regular Rh 
channels of carefully selected wh 
salers and plumbing, heating and 
conditioning dealer-contractors, 

Addition of gas air conditio 
will bring considerable expansio 


the lines manufactured by RheemfiF 


addition to Rheemaire central air 
ditioning, introduced early this y4 
Rheem manufactures furnaces { 
boilers for homes, plumbing fixty 
automatic storage water heat 
water softeners and clothes drye1 
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Adjustable Expansion Plugs 
Service Tool Trays 
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el Sells Compressor Division; 
Will Concentrate on 
Gas Products 


H the sale of its compressor 

ig facilities to the Ben- 

inshouse Automotive Air 

»f Elyria, Ohio, Servel, 

“-ncentrate its production 

audising efforts on gas re- 

;, “all-year” gas air condi- 

rs, and automatic ice-makers, ac- 

2 announcement by Dun- 
sizies, Servel president. 

e Bendix-Westinghouse  pur- 

e included the facilities of Ser- 

commercial refrigeration di- 

, 124 acres of land and two 

ings with 350,000 square feet of 

facturing space. The price was 


commenting on the sale of the 
ercial refrigeration division, 
zies said: 

he sale provides Servel with ad- 
nal working capital for its pro- 
of greater concentration on the 
‘Mufacture and merchandising of 
refrigerators, ‘all-year’ gas air 
itioners and automatic _ ice- 
ers (for other manufacturers as 
as ourselves). These are the 
ian products which we believe 
contribute most to Servel’s 


Adds 162-Mile Link to 


Interstate Gas Co. 


[PLETION of a _ 162-mile 
owave link in an RCA radio re- 
ystem used by the Colorado In- 
ate Gas Company, Colorado 
ngs, for voice communication and 
rol services in a four-state area 
announced recently by Radio 
poration of America. 

he extension link runs from 
es, Oklahoma, to Bivins, Texas, 
from Colorado Springs to Den- 
Coloracio, according to Russell 
Dubois, Sales Manager, RCA 
nunica‘ions Products, and is 
) integrted with the original 483- 
systen’ installed in 1954. 

me integrated microwave  net- 


equipment operating in the 2,000 
megacycle band. In addition to voice 
communications, the integrated sys- 
tem provides VHF control circuits 
to provide ‘communication among 
microwave stations and mobile units. 


Mueller Appointment 


THE appointment of W. R. Leopold, 
Jr. as engineering division manager 
of Mueller Company has been an- 
nounced by Albert G. Webber, Jr., 
president and treasurer of the com- 
pany. The position is a new one. 
rank H. Mueller is vice president 
and director of engineering. 

The author of a number of tech- 
nical articles published in several 
leading national trade magazines, Mr. 
Leopold comes to Mueller Co. from 
the Lycoming Division of Avco 


Manufacturing Corp. in Stratford, 
Conn., where he was Group Project 


Engineer in charge of Research and 
Development. 

Besides his position with Avco, he 
also has been Project Engineer for 
Wright Aeronautical, Woodridge, 
N. J.; Assistant Head of the Design 
and Development Division for the M. 
W. Kellogg Co., Jersey City, N. J.; 
head of a group working on mechani- 
cal and electro-mechanical devices for 
the Eclipse Pioneer Division of Ben- 
dix Aviation Corp., Teterboro, N. J.; 
and Senior Project Engineer for 
Barium Steel Corp., New Rochelle, 
N.S. 


Gas Heats More Homes Than 
Any Other Fuel 


GAS is used to heat more homes in 
the United States than any other fuel, 
according to the American Gas Asso- 
ciation. A.G.A. said that the latest 
statistics show that gas now provides 
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, which now totals 645 miles, 
§ the ©olorado Interstate Gas 
bpany at Colorado Springs with 
pipeline compressor stations and 
Producing fields in Colorado, 
sas, Oklahoma, and Texas. 
€ microwave extension link, as 
as the original system, utilizes 
td RCA CW-20A microwave 
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IRA HAUPT & CO. 
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INDUSTRIAL PROGRESS—( Continued) 


heat for 22.5 million American fami- using its nearest rival—liquid fuels, ance Manufacturers Association 
lies in homes and apartments. which account for about 30 per cent recently. 

Of the total, 9.3 million families of occupied dwelling units. Dwellings W. F. Rockwell, Jr., (also p 
live in one, two, three and four fam- using coal, wood, electricity and other dent of Rockwell Manufactyy 
ily houses that are centrally heated by fuels number about 24 per cent of the Company), told the Pacific Coast 
“residential” size automatic furnaces national total. Association at its 63rd anrizial con 
and boilers fired by gas. An additional The current gas househeating satu- tion that the discovery anc produc 
900 thousand families live in apart- ration of 46 per cent represents a Of natural gas have increased { 
ment houses with central gas heat. sharp gain from the 1950 level of 29 matically during the past «ecade, } 
An added 12.3 million families depend per cent. And, the increased satura- there is a tremendous private-en 
upon gas space heaters and floor and _ tion reflects the continued high accept-  PT1S¢ drive to distribute this preci 
wall furnaces for heat. ance of gas heating in new homes, as fuel and its energy to every corng 

A.G.A. estimates indicate a new well as the large number of conver- the country. 
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high was reached this year as gas cen- gions in older homes from other fuels “There are disciples of «00m, olf ~ 
tral heating hit a mark of 10.2 mil- which have been facilitated by in- and boom. There are those who ’ Lis 
lion dwelling units, while oil followed creased supplies of natural gas from try to prove that tomorrow ’s uniyg wy br 





with 10.1 million. During 1956, ship- pew pipeline construction and under- Will bear a rubber sta:n 


ments of gas central heating units ground storage development. ‘Made in Moscow.’ There are t ~— 























have exceeded oil burner shipments who say our nuclear research 
by a significant margin. . lead to self-destruction—or that at be 

The statistics on gas include both ©as Industry Starting Greatest ic energy will render all other t ay 
homes on utility (city) gas mains and Expansion in History, of power obsolete along «bout q . of 


those using liquefied petroleum gas Rockwell Says tomorrow. 

in bottles or tanks. Gas heated homes “T’m making a prophecy 

represent about 46 per cent of the THE American natural gas industry facts, past performances and what 

more than 49 million occupied dwell- has embarked on a seven-billion dol- know of future commitments. 

ing units in the U.S. as of mid-1956. lar, four-year expansion program nation’s gas industry will assum 
Actually, gas heated homes—for all. which inevitably will strengthen the even more important role in the 
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Replace seat rings in Pairbauks patented Renewable Seat * r earlic: 
Ring Gate Valves without removing valve body from line. otal 
For the first time in valve history, you can replace the seat rings in od et 
a renewable seat ring gate valve, under all normal conditions, in less 5 mill: 
than 10 minutes, using just a screw-driver and with the valve body | ating 





still installed in the line through an exclusive and patented develop- 
ment of The Fairbanks Company. 


utilit 



























Fairbanks new 200 pound steam working pressure gate valves, avail- 5 mill 
able in sizes %” through 2” in the rising and non-rising stem 
construction, have been field tested for over two years under all the 
conditions from steam to corrosive liquids and have proven com- ' ' by t] 
pletely satisfactory—absolutely dependable. } last y 
FREE: Brochure, complete with details and specifications, yours | istry 
without charge. Write rg 523 Atlantic Ave. © Brooklyn i7,N 1B” 
*™" Fairbank: | ran 
{ uers 1¢ 
air an Ss COMPANY | Cable Address: Gastopper, N. Y. shia 
393 Lafayette Street, New York 3, N O} 
Branches: New York 3 « Boston 10 « Pittsburgh 22» Ses: Georgia 4,989 in 
Valves « Trucks « Casters « Wheels « Dart & “PIC” Unions of tota 
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1omes. The Pacific coast 
> pace for the gas industry.” 
-<well pointed out that the 
of a 1,487 mile pipeline 
Mexico to Oregon and 
» this summer has brought 
to the last great popula- 
lustrial area of the U.S. 
without it—the Pacific 
Only Vermont, among all 
is no natural gas. 
f natural gas will bring 
«ss and industry to the 
-as it has to other regions 
nd provide a big new market for 
appliai:ces, now the finest ever 
* manufacturers, Rockwell 


and 11 
was 
thwest 


thwest 


‘rn California manufacturers 
iances and equipment, as 
as eastern and mid-west manu- 
turers, already are feeling the sales 
act of the delivery of natural gas 
he Northwest. 
There seems to be no let-up here 
he demand for gas. It] Paso Nat- 
| Gas Company is engaged in an 
ansion program to deliver an ad- 
nal 650,000,000 cubic feet per 
to California utilities. The Ted- 
1 Power Commission has already 
roved projects that will account 
350,000,000 cubic feet, and appli- 
ons pending before the Commis- 
call for another 300,000,000.” 


as Industry Sales and Revenues 
ance. ‘Total operating revenues 
he gas utility and pipeline industry 
hed a total of $5,750 million for 
twelve-month period ending June 
1956, the American Gas Associa- 
ts. This is a gain of $849 
17.3 per cent over the fig- 

e comparable period one 

icr. Net operating revenues 
from $638 million to $761 

the same period, a gain of 

cent. Net income during the 
period was $599 million, 

of 27.2 per cent over the 

ion for the similar period one 


‘es for the twelve-month 
ing June 30, 1956 were 
i or 13.7 per cent of total 
revenues received by the 
industry. This figure of 
1 is 25.8 per cent greater 
tal taxes of $624 million 
industry for the like pe- 
ycar, Total taxes paid by the 
‘ere 31.1 per cent greater 
income available to stock- 

( for future expans’on. 
crating revenue deductions 
989 niillion represented 86.8 per 
of tota! operating revenues, slight- 
an in 1955 when operating 


5 mill 
the 


revenue deductions of $4,263 million 
were 87.0 per cent of total operating 
revenues of $4,901 million. Total 
revenues of gas utilities from sales of 
gas to ultimate consumers (excluding 
sales to other utilities for resale) were 
$907 million in the second quarter of 
1956, a gain of 19.1 per cent over 
revenues of $762 milion in the com- 
parable quarter of 1955. Revenues 
from sales to consumers for the 
twelve-months ended June 30, 1956 
totaled $3,747 million, a rise of 15.5 
per cent over $3,243 million in the 
previous twelve-month period. 

Sales of gas during the second quar- 
ter of 1955 amounted to 17,152 mil- 
lion therms, an increase of 11.9 per 
cent over the 15,325 million therms 
sold in the same quarter of 1955. For 
the twelve-months ended June 30. 
1956, sales of gas aggregated 70,507 
million therms, an increase of 9.3 per 
cent over 64,482 million therms in the 
comparable period a year earlier, 

On June 30, 1956, a total of 29.2 
million customers, (excluding ap- 
proximately 238,000 customers re- 
ceiving liquefied petroleum — gas 
through utility mains) were receiving 
utility gas, an increase of 4.4 per cent 
above the 28.0 million customers 
served a year earlier. Of this total, 
there were 27.0 million residential 
customers on June 30, 1956, a gain of 
4.4 per cent when compared with 25.8 
million residential users a year ago. 

Revenues from the sale of natural 
gas to ultimate consumers for the 
second quarter of 1956 were $785 mil- 
lion, an increase of 20.7 per cent over 
the $650 million a year earlier. For 
the twelve-months ended June 30, 
1956, natural gas revenues were $3,- 
259 million, or 17.2 per cent above 
revenues of $2,782 million in the pre- 
vious twelve-month period. 

Sales of natural gas in the second 
quarter of 1956 were 16,203 million 
therms, an increase of 11.8 per cent 
over the 14,490 million therms sold 
during the same quarter of 1955. For 
the twelve-months ended June 30. 
1956, natural gas sales totaled 66,764 
million therms, a gain of 9.4 per cent 


over sales of 61,045 million therms | 


sold one year earlier. 

Customers served with natural gas 
on June 30, 1956, aggregated 24.3 
million, and represented 83.5 per cenit 
of total gas industry customers. A 


year earlier there were 22.5 million | 


natural gas customers, representing 
80.4 per cent of total customers of the 
industry. 

Sales of manufactured and mixed 
gas increased 13.7 per cent during the 
second quarter of 1956 while revenues 
from these sales were up 8.5 per cent. 
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OW 
Revenue Bonds 


Build Your 


Income— 
TAX-FREE 


>) 
urrent tax laws are 
combining with today’s bond mar- 
ket to make well selected revenue 
bonds a sound and attractive buy 
for the astute investor. With tax- 
exempt yields up to 334%, and even 
higher, today’s revenue issues offer 
income that even exceeds that from 
less conservative investments with 
high—but taxable—yields. 

For an individual investor in the 
$25,000 taxable income bracket, 
a 3.50% revenue bond yields as 
much net income as an 8.54% tax- 
able return from other types of 
investment. The comparison is even 
more favorable in higher income 
brackets. 

For more and more investors the 
conservative revenue bond is pref- 
erable to the taxable security. 


Our detailed 
Comparison Chart 


shows ycu the value 
of this tax exemption in 
your specific income 
bracket. Send for it 
without cost or obli- 
gation, together 
with our latest list 
of select tax-free 
bond offerings. 


Ask for folder PF-10. 


HALSEY, STUART & CO. Inc. 


123 SOUTH LASALLE STREET, CHICAGO 90 
35 WALL STREET, NEW YORK 5 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
_. Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








Day & ZIMMERMANN, INC. 
ENGINEERS 
PIILADELPITA CHICAGO 


NEW YORK 
DESIGN, CONSTRUCTION. REPORTS, APPRAISALS AND MANAGEMENT 











* Standby 
% Augmentation 
%* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


NEW YORK 36, WN. Y. 


DRAKE & TOWNSEND 11 WEST 42ND STREET 


Jord, Bacon & Davis 


VALUATION En i CONSTRUCTION 
REPORTS Ginicers RATE CASES 
NEW YORK e CHICAGO e LOS ANGELES 











GIBBS & HILL, nc. 


CONSULTING ENGINEERS. 
DESIGNERS ¢ CONSTRUCTORS 


NEW YORK LOS ANGELES 


GILBERT ASSOCIATES, INC. 


GA AM ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
READING, PA. 


FOUNDED 1906 
© WASHINGTON ¢@ PHILADELPHIA © NEW YORK 
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W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAs — TRANSIT — WATER 
Fi ial and E i¢ Reports 
Valuations—Rate of Return-Depreciation Studies 
Traffic Surveys—Fare Analyses 
35 Liberty Street New York 5. N. Y. 

















Gusrav Hlirscit ORGANIZATION, LNC. 


13.17 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson &-0611 
Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


133-4 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 


APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
- COST TRENDS — REPORTS 
fer Rate Cases, Security Issues. Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











She Kuuljian Gyocaion 
ENGINEERS ° eons tTRucror=s 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS oe REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR Oe... 
WATER | ‘RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 
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PROFESSIONAL DIRECTORY (continued) 
MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 


Organization * Corporate Practices * A ting * Budgeting « Fi ing * Taxes * Stock Transfer * Appraisals ¢ Valuations * Economic 


Analysis « Cost of Money Studies * Depreciation Studies « ‘Engineering « ae le Planning © Industrial Engineering * New Business * Rates ¢ Pricing 
Soles and Marketing © Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE * CHICAGO 6, ILLINOIS 








Pioneer Service ae ital Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 








SANDERSON & PORTER 


ENGINEERS & 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 











STONE « WEBSTER 
ENGINEERING CORPORATION 
Design « Construction « Reports « Appraisals 
Examinations e Consulting Engineering 
CHICAGO PITTSBURGH HOUSTON 


NEW YORK BOSTON 
LOS ANGELES SEATTLE TORONTO 


SAN FRANCISCO 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publish 
DESIGN — SUPERVISION HANDY: WHITMAN INDEX 
REPORTS — VALUATIONS PI sp Any 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram<Aerial Survey 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 





PETER F. LOFTUS CORPORATION 


lting Engi s 





Design and C 
Electrical « Mechanical ¢ Structural 
Civil * Thermodynamic ¢ Architectural 
S iv] 


Meuspeo e FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Penasylvania 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK. OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas. City 6, Mo. 





Thoroughly Specialized 
RIGHT-OF-WAY 


PROCUREMENT 


From Title Search... 
...To Damage Claims 


COATES FIELD SERVICE 


P.O. BOX 158} OKLAHOMA CITY, OKLA. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ill. 





A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
S1 ATION—I NDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


SVERDRUP & PARCEL, INC. 
Engineers — Architects 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis 8 San Francisco e Washington 








FRANCIS S. ITABERLY 


CONSULTING ENGINEER 


Valuation — Deprectation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 





Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 


inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 











Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
Abrams Aerial Survey Corporation 
*Allen & Company . 
*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
American Creosoting Corporation .... Rone Satis 
*American Telephone & Telegraph Company. ce 
*Analysts Journal, The . 
*Anderson Electric Corporation . 


B 
Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
*Biyth & Company, Inc. 
Brooklyn Union Gas Company, The 


Cc 
Carter, Earl L., Consulting Engineer 
Cleveland Trencher Company, The ..... 
Coates Field Service 
Columbia Gas System, Inc., The 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers ee Tae 
Dayton Power and Light GOmpany, WHO .f56...-66s00% 
*De'ta-Star Electric Division, H. K. Porter, Inc. 
*Divco Corporation ; 
Dodge Division of Chrysler MRT: oes Sisten So o4's 5/6 
Drake & Townsend, Inc. 
Dresser Industries, Inc. .. 


Ebasco Services Incorporated 
*Electro-Motive Division, General Motors 
El Paso Natural Gas Company 


Fairbanks Company, The 
*Firs: Boston (Corporation 
Ford, Bacon & Davis, Inc., Engineers 


G 
Gannett Fleming Corddry and Carpenter, Inc. ........ 
*Goeneral Flectric Company 
Gibbs & Hill, Inc., Consulting Engineers 
Gilbert Associates, Inc., Engineers 
Gilman, W. C., & Company, Engineers 
*Glore, Forgan & Company 
Go-For-Digger Trenching Machine Company 


H 
Haberly, Francis S., Consulting Engineers 
Halsey, Stuart & Company, Inc. .................. 51, 
*Harriman, Ripley & Company 
Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


i 
Indiana Gas and Water Company, Inc 
*International Business Machines Corp. .............. 
*International Harvester Company, Inc. 
Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 


Kansas-Nebraska Natura! Gas Company, Inc 
*Ke'loga, M.W., Company, The 

Kerite Company, The 

* Ades, Peaholy & Company 

*Kuhn Loeb & Company 

Kuljian Corporation, The 


*Fortnightly advertisers not in this issue. 


*Langley, W. C., & Co.. Sieh 
Leffler, William :. Engineers Associated 

*| Lehman Brothers e 
*Loeb (Carl M.) Rhodes & Co. ..........0.ccccceees, 
Loftus, Peter F., Corporation 

*Lougee, N. A., & Company, Engineers 

Lutz & May Company, Consulting Engineers 


M 

*Main, Charles T., Inc., Engineers. ... 
*Mat'hews, Jas., H. & Company 
*McCabe-Powers Auto Body Company 
Merrill Lynch, Pierce, Fenner & Boane ........... 
Middle West Service Company 
Miner and Miner 
Minneapolis Gas Company . 
*Morgan Stan'ey & Company. 
Morysville Body Works, Inc. .. 
Motorola Communications & 

Electronics, Inc. ....... si Inside Frort Cover 
Mueller Company ace . 47 


National Association of Railroad & 

Utilities Commissioners 
New Jersey Natura! Gas Company... ane 
Newpori News Shipbuilding & Dry Dock Co 
*Nuclear Development Associates, Inc.. 


P 
Pacific Gas and Electric Company 
*Pacific Pumps, Inc. ' 
Panhandle Eastern Pipe Line Company 
Pionger Service & Engineering Company 
Public Service Electric & Gas Company 


R 
Recording & Statistical Corporation 
Remington .Rand Div. of Sperry Rand Corp 
Rheem Manufacturing Company 
Robertson, H. H., Company ......... 


s 
Safety Gas Main Stopper Company, Inc. ....... 
Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., Engineers 
*Schutte and Koerting Company 
*Smith, Barney & Company 
Southern California Gas Company 
Southern Counties Gas Company 
Southern Union Gas Company 
Sprague Meter Company 
Stone & Webster Engineering Corporation 
Sverdrup & Parcel, Inc., Engineers 


T 
*Texas Eastern Transmission Corporation 
Texas Gas Transmission Corporation 


*Underwood Corporation 
*Union Securities Cornoration 


Ww 
Washington Gas Light Company 
Weston Arc Welding, Inc., 
*Western Precipitation Corporation 
Westing 10"'s2 Flectric Corporation 
White, J. G., Engineering Corp, The 
Whitman, Requardt and Associates 
*Wright Power Saw and Tool Corporation 
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SPRAGUE 
240 


entative 
point of sale 





SPRAGUE 
COMBINATION 
METER AND 
REGULATOR 


The accuracy and time-proven minimum maintenance 


of Sprague Gas Meters are worth your consideration. 


METER COMPANY 


BRIDGEPORT 4, CONN. 
BRANCHES: DAVENPORT, IOWA = HOUSTON 3, TEXAS 
LOS ANGELES 23, CALIF. SAN FRANCISCO 12, CALIF. 





look for 
this —— 
symbol 


... it identifies all 
Dresser Companies 
and their products 








CLARK BROS. CO. 
xe compressors 









‘ MANUFACTUBINE 
ervister 

DRESSER MANUFACTURING 
DIVISION couplings 





DRESSER-IDECO COMPANY 
steel structures 











Tage 
aie 
















f IDECO ; Magcobar , 
THE GUIBERSON CORPORATION ipeco * ae MAGNET COVE BARIUM CORR 
oil tools drilling rigs ; drifling mud 
a wy eo 
® af 
PACIFIC PUMPS, INC. ROOTS-CONNERSVILLE SECURITY ENGINEERING age LINESTEAN IMOUSTRIAL 
pumps BLOWER DIVISION DIVISION drilling bits im electronic instrumentation’® | 











...it is your guarantee of th DRESSER plus+ 


You gain an important extra plus value every 
time you are served by any of the Dresser companies. 
This is the unique way Dresser operates to serve you 
better. Each Dresser company works independently 
to assure maximum individual attention to your spe- 
cific needs... yet all are teamed together in a single 
organization to provide a group of research, engi- 
neering, and manufacturing services. From Dresser 
you obtain equipment based on the over-all experi- 
ence of many companies in many industries. 


As performance demands on equipment be- 
come increasingly greater, Dresser will continue to 
pace the technological changes in your field. You can 
count on the Dresser companies as major suppliers of 
equipment researched and developed to serve you 
better and meet your future needs. 


Wherever you are, whatever your needs, 
specify equipment from Dresser companies. No other 


REPUBLIC NATIONAL BANK BUILDING e 


single organization offers you the same broad range 
of “know-how” coupled with individual company 
attention to these specific needs. Be sure to Jook for 
the symbol that identifies the Dresser companies. It's 
your guarantee of the Dresser Plus -. .. the mark 
of superior equipment and services whic: have 
become the standard of comparison the wor!’ over. 





| Olt 


EQUIPMENT » 0 | CHEMIC 
ELE 


v 3s 
TECHNICAL SER | m2 





POST OFFICE BOX 718 e DALLAS |, TEX 


Tomorrow’s Progress Planned Today 


